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} CONNECTICUT !NSURANCE DEPARTMEN 
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“SESE: 
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NEW ENGLAND MUTUAL LIFE 
INSURANCE COMPANY 


LIABILITIES 
Reserve at Massachusetts 
standard 4 per cent...... $27,570,954.21 
Balance of Distributions un- 
paid..... . os > 
Death and Endowment Claims 
approved ae 
Death Losses reported on 
which no proofs have 
been received 68,610.00 27,881,474.14 


1§55153.93 


86,756.00 


$3,043,498.27 


5, President. RULL, Secretary. 


FOSTER, Vice-President. WM. B. TURNER, Asst. Sec’y. 




















FIFTY-THIRD ANNUAL STATEMENT 


-OF THE 


Penn Mutual Life Insurance Co. 


OF PHILADELPHIA, 


Net Assets, Jan. 1, 1900, at 
market value ... .« +. « $37,696,340 07 


RECEIPTS DURING THE YEAR: 
For Premiums = An- 


bulties . 


° a - $8,821,538 65 
For Interest, ete, . 


2,114,442 85. $10,935,981 50 
$48,632,321 57 





DISBURSEMENTS: 


Claims by Death . . . $2,289,082 19 
Matured Endowments 

and Annuities . ° 627,623 06 
Surrender Values . . 728,286 01 
Premium Abatements 907,050 50 


Total Paid Policy- 
Holders . . . $4,552,041 76 
Added to Keserve, 
$3,732,084 00 
United States, Pennsy]- 
vania, and other state 
CC  —Eaaae $396,818 28 
Salaries, Medical Fees, 
Office and oe Ex 
penses . . 
Commissions to Agents 
and Rents : 
— and other Ex- 
pense 
Alvertising. 
and Supplies . ° 
Office Furniture, Main- 
tenance of — 
ties, ec. . . . - 152,754 19 6,707,723 49 


Net Assets, Jan.1,1901 . . . %41,924,598 08 


321,508 63 
1,149,576 99 


é 86,712 46 
Printing 
F 48,311 18 


ASSETS: 


City Loans, Railroad and Water 
nds, Bank and other Stocks . - .$13,580,864 60 
Mortgages and Ground Renta(ist Liens) 15,882,579 23 
Premium Notes,secured by Policies,etc. 1, 173, 210 56 
Loans on Collateral, Policy Loans, etc. 7,898,421 57 
Home Office and Real Estate, bought 
under foreclosure . 
Cash in  waanee: Trust t Companies, a and 
onhand. . ° 


Net Ledger Assets. . $41,924,598 08 
Market Value of Stocks and Bonds 
$541,880 40 


over cost 
Net Deferred and Un reported Pre. 

mium - « « 1,028,046 8 
ledaness. Due and Accrued, etc. 403, 623 76 


$43,898,149 09 


2,611,747 49 
777,774 68 


Gross Assets, January 1, 1901. 


LIABILITIES: 
Death Claims reported, but 
awaiting proof. . ° 
Reserve at 34 and 4 per 
—- to Re-insure risks . 37,859,562 00 
Surplus on U nreported 
Policies,ete. .. - 110,538 46 
Surplus accumulated u pon 
special] forms of policies 2,483,983 85 
Surplus for all or. Contin- : 
gencies é - 3,261.658 02 $43,898,149 09 
New Business of the Year; 19,309 
Pslicies for. . $52,232,846 00 
Commuted or Present Value o 
49,135,605 00 


New Business. 
Insurance Outstanding Decembe 
“210, 400,746 00 


31, 1900, 84,369 Policies for 


HARRY F. WEST, President. 

GEORGE K. JOHNSON, Vice-President. 
HENRY C. BROWN, Secretary and Treasurer. 
JESSE J. BARKER, Actuary. 


- $182,406 76 





LIFE, ACCIDENT and 
HEALTH INSURANCE 


5ist Annual Statement 


(Condensed), 


AETNA 
LIFE INSURANCE 
COMPANY 


HARTFORD, CONN. 








MORGAN G. BULKELEY, President. 


a January |, 1901. . $56,092,056 O1 


ioe “peal A Standard, and all 


49,092,876 61 

Special Roser: a in ndition to 4% 
Reserve . 

Guarantee Fund in s Exe ess of Reguire. 
ments by Company’s Standard . 


Guarantee Fund in Excess of Require- 
ments by Standard of Connecticut 
and other States eae 

Payments to Policy holders in 1900 ¢ 

Premium receipts in 1900 . 

Interest receipts in 1900 

Total receipts in 1900 

Life, Endowment, and 
issued and revived in 
insuring . 

Life, Endowment, and Term Lnbuiene e 
in force January 1, 1901. . 


Accident anurans in force Januari y 1, 
1901 : . os 8 es + eee 


1,934,000 00 


5,0€5,209 40 


6,999,209 40 
5,369,738 27 
8,257 ,624 50 
2,353,420 57 
a. <« fs 10,611,045 16 
Term Policies 
1900, 20, ait, 
39,044,847 00 


. 192,592,816 00 


Paid Policy holders 


since organisation $119,963,152.99 


GAINS IN 1900. 


INCREASE IN 


New Premium Income . 
Total Premium Income, 
Assets 


Life, Term, and Madowment ‘Imeurance 
issued and revived 

Life, Term, and Endowment Inourance 
in force . 


Accident and 
force... 


Number of Polic y holders 


$512,655 62 
1,138,973 05 
3,241,786 11 
14,550,302 00 
24,148,026 00 


Tlealth Jusuranc e fe 


24,307,150 00 
25, 148 00 


CHESTER & HART, Managers, 
60 Congress St. 

BISHOP & ROBINSON, $<2efa! Agents 
BOSTON, MASS. 





REPORT OF THE 
EXAMINING COMMITTEE FOR igo. 


To the Policyholders of THE FOHN HANCOCK 
MuTvAL LIFE INSURANCE COMPANY: 

The Committee appointed at your last 
Annual Meeting to examine the statement 
of the Company for the year ending Decem- 
ber 31, 1900, submits the following report: 

We have carefully examined all the items 
of the Company’s Annual Statement and 
found them to be correctly shown therein. 
We have examined in detail : 


Bonds and stocks held by the Company. 
Its mortgages and deeds of real estate. 
Its loans on policies t as verified by the 
The premium loans aeons, 
Its loans on collateral. 
Its cash books and bank accounts. 
The bocks of the Secretary and other 
books of accounts. 


We have had free accesstoall the papers, 
books and documents desired, either at the 
vaults of the Deposit Company or in the 
offices of the Company, and every courtesy 
has been extended your Committee to aid it 
in making this examination thorough and 
complete. 

We have had the assistance of an expert 
not connected with this Company to assist 
us in verifying the value placed on the 
bonds and stocks ; also an accountant who 
has personally verified the figures and ad- 
ditions as specified in this report. 

The certificate of the Insurance Commis- 
sioner of the State of Massachusetts as to 
reserve required by law was presented, and 
the amount agrees with the statement of the 
Company. 

We believe the Company is managed in a 
conservative, sound and able manner and 
we heartily congratulate the Policyholders 
on the excellent showing made for Igo0, as 
itemized in the following statement : 


ASSETS. 


Loans on Mortgages $5,932,820.23 
Loans on Collateral.. 76,300.00 
Loans on Company's Policies 575» 
Book Value of Real Estate... 1,505,148.26 
Book Value of Bonds and 
. 6,426,434-04 
Loans to Corporations 200,000.00 
Premium Notes on Policies 
in force 
Cash in Company’s Office and 
$8 MAME oc ccc ccccccccecvesesss 1,167,204.37 
Trust Funds on Deposit 17,846.23 
Printing Plant and Loans on 
Personal Security 
Interest and Rents due and 
accrued 
Market Value of Bonds and 
Stocks over Book Value 
Uncollected and Deferred 
Premiums (net) 


113,506.41 


12,333-51 
210,658.33 
296,239.41 
377,901.28 


Amount carried forward, 16,912,253.07 





Amount brought forward, 
Deduct Agents’ Balance (net) 8,851.58 
Deduct Assets not admitted 
- 13,448.95 


$16,912,253.07 


by Insurance Department. 
22,300.53 


16,889,952.54 
LIABILITIES. 


Death Claims and Endowments in 
Process of Adjustment or ni eaarecoen 

Premiums paid in advance 

Unpaid Dividends..... . ... ....++.0 

Reserve on Policies cancelled and en- 
titled to Cash Surrender Values 

Accrued Medical and Legal Fees, Bills, 


$33,750.00 
18,082.19 


24,519.69 
101,478.00 


etc 113,805.12 
Interest paid in advance 3575138 
Net Premium Reserve as computed by 

nee Insurance Depart- 

nt 14,424,386.00 

Trust Funds held by the Company 17,346.23 
Special Reserve for accumulating 

Dividends and possibledepreciation 275,000.00 


Surplus 1,877,333-43 
Total as above 
Respectfully submitted, 


H. I, CONANT, 
WILLIAM M. BULLIVANT, 
J. W. MARSH, 


Examining Committee. 


Boston, January 31, Igor. 





Organized in 1834. 


THE CREENWICH 


INSURANCE COMPANY 


OF THE CITY OF NEW YORK. 


Office, No. 161 Broadway. 


(This Company has been uninterruptedly and success- 


fully in business sixty-six years.) 


SIXTY-SIXTH ANNUAL STATEMENT 


JANUARY Ist, 1901. 


ASSETS, - $1,590,327.18 


Cash Capital, - ~ - - $200,000.00 
1,124,057.69 
365,752.01 
200,517.48 


$1,590,327.15 


$400,317.45 


Reserve Premium Fund, N.Y. Standard, 
Reserve for Losses, and all other claims, 


Net Surplus, - - - - 


SURPLUS, as regards Policyhoiders, 





Monthly 


Journal of Insurance Economics 


February, 1got. 


VALUATION OF THE PRELIMINARY TERM CONTRACT. 


Summary of the Arguments Advanced by Mr. Walter S. Nichols, with Comments by the 
Editor. 


The subjoined is a summary of 
the paper recently read by Mr. Wal- 
ter S. Nichols before the Actuarial 
Society of America, on the ‘‘ Legal 
Rule of Valuation in Case of Prelimi- 
nary Term Combined with Whole- 
life Policies.”’ 

Mr. Nichols prefaced his remarks 
by stating that he presented the 
paper ‘‘ mainly for the purpose of 
bringing the subject”’ formally be- 
fore the society. He ignored the 
‘‘wisdom and propriety of such 
contracts’’ and confined himself to 
‘‘purely academic’’ consideration. 

He defined the statutory law re- 
quiring a net valuation. This law 
is mandatory, nothing being left to 
the discretion of the commissioner. 
The discussion centers about the 
meaning of net value. That mean- 
ing is a question of law. In case 
of doubt, it must be construed by 
the courts and the commissioner is 
bound by the decision. That con- 
struction should be in accordance 
with the intent of the law. The 
meaning of ‘‘net yalue,’’ must, be 
taken in accordance ,with its ap- 
proved and known use in the busi- 


ness or profession where it is used. 

Mr. Nichols argued that in ac- 
cordance with this ‘‘ approved and 
known use’’ the intent of the law 
compelled the valuation of the con- 
tract according to its terms, basing 
his construction upon the rules of 
valuation: laid down in the text 
book of the British Institute of 
Actuaries.* 

Mr. Nichols says that the lan- 
guage employed in the preliminary 
term policies is different. ‘‘In 
some it has been so framed as to 
afford ground for the charge of 
misleading the insured into the 
belief that the contract is one of 
ordinary whole-life.’’ He approves, 
however, such as ‘‘clearly express 
the intention of the parties,” and 
contends that the court is bound to 
support its valuation on the term 
basis: He says: 

Suppose two separate policies are is- 
sued, the one for a preliminary term, the 


other to begin at its expiration, and in 
each is stated that the acceptance of the 


*In his interpretation of the accepted rules 
for valuation Mr. Nichols is at variance with 
the construction of Mr,, Emory McClintock as 
expressed in INSURANCE Economics for May and 
October, 1900. 
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other is part of the consideration, must 
they not be separately valued according to 
their terms? Is the legal rule of valuation 
altered when these two contracts, still 
maintaining their separate entirety, are 
written and executed in a single instru- 
ment? In a word, does not the law re- 
quire the commissioners to construe them 
as distinct preliminary and subsequent 
contracts, separately chargeable with the 
net premiums appropriate to each? Has 
he any power, under the law, to alter the 
contract made by the parties when it 
clearly expresses the intention that the 
preliminary premium is paid only for a 
term insurance? I answer, no. 


Mr. Nichols deals with the ob- 
jections to this rule of valuation: 
First, that it is an evasion of the 
spirit of the law. He contends not ; 
that the spirit of the law is gener- 
ally misunderstood ; that it neither 
does nor can insure solvency or 
even guarantee an adequate insur- 
ance fund. He says its originator, 
Elizur Wright, designed it to ‘‘ pro- 


tect the equities of the policy-hold- . 


ers by preventing the expenditures 
of moneys paid in trust for the crea- 
tion of a reserve fund.’’ He makes 
this important statement : 


Again, the law was originally formed 
to meet conditions as they existed forty 
years ago. Those conditions have greatly 
changed. It is no longer practicable to 
do business on the sameterms. What then 
might have seemed a mere attempt to evade 
the statute can, to-day, be pleaded at least 
as an apparent business necessity. It is a 
rule of statutory constitution that the-law, 
if possible, should follow the reason for the 
law. Aconstruction which might have ap- 
plied forty years ago need not, of necessity, 
be applied to-day. 


In regard to the contention that 
it is inconsistent to impose different 
values on contracts substantially 
the same, he says: 

The fallacy of this argument lies in 


the assumption that the reserve is the 
measure of actual solvency, whereas, it is 


simply the sum required to be laid by 
under the assumed contract with the in- 
sured. The law does not read into the pre- 
liminary term policy the same contract 
with the insured as to his net premium 
payments as in the simple whole-life pol- 
icy. If a simultaneous term insurance be 
granted to A, and a whole-life policy to 
B, to begin at the end of the term, and an 
immediate whole-life policy to C, all of 
equal age, no department in the country, 
would assign a value to the first two equal 
to that of the third, though the benefits are 
equal, because the implied contract condi- 
tions as to net premium payments differ. 
It is no sufficient reply to say that, in prac- 
tice, such deferred policies are not written. 
One could be legally issued to-day. 


What Mr. Nichols considers the 
most ‘‘ weighty ’’ argument against 
the preliminary term policy is the 
alleged violation of the anti-dis- 
crimination law. On this he says: 


That law forbids discrimination be- 
tween individuals of the same class as to 
the amount of premium charged. To be 
of the same class there must be an essen- 
tial sameness of the contract, not simply of 
the amount of benefit. A policy stipulat- 
ing for mere term insurance is not the 
same as another which couples with it an 
obligation to grant whole-life insurance 
at the end of the term. So long as every 
individual insurable on equal terms can 
buy either of these two contract forms at 
the price fixed by the company, there is 
no discrimination in the sense of the 
statute. The company is not forbidden 
to fix its own price, however arbitrary, on 
any contract form which it may issue. 


On one important phase of the 
discussion Mr. Nichols says: ‘‘ It 
has been asked why, if the princi- 
ple is sound in case of preliminary 
contracts for a single year, the term 
may not be extended, and the crea- 
tion of a reserve be postponed indefi- 
nitely? I answer, that it can until 
a point is reached where the pre- 
miums charged will no longer equal 
the mathematical for the remaining 
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This, if you choose to call 
is the weakness of the 


period. 
it so, 
law.”’ 

In closing his paper, Mr. Nichols 
again refers ‘‘ to contracts so drawn 
as to deceive the insured with the 
belief that they are simple whole- 
life policies in which the term fea- 
ture, with its consequent surrender 
of claims to a reserve, is so care- 
fully disguised, that none but an 
expert could discover the hidden 


Comment by 


The striking feature of Mr. 
Nichols’ discourse is his failure to 
take emphatic ground upon the 
important question of term valua- 
tion. We are quite unable to de- 
termine what he really believes, or 
what he attempts to prove. He 
leaves the reader in doubt as to 
his precise meaning. Like Messrs. 
Wolfe and Fackler, he does not 
deal with the problem frankly. 
He substitutes actuarial verbiage 
for sound argument and hypothet- 
ical illustration for actual fact. 

The fact, bluntly stated, is that a 
few companies, which are spending 
large sums for new business, are 
seeking to obtain the use of the first 
year’s reserve for expenses. 


This is the precise situation ; the 
practical condition with which we 
are confronted, which no amount of 
theoretical disquisition can disguise. 
The question is not the intent of 
net valuation laws; not the defini- 
tion of the term net value; not 
what might, could, or should be — 
but what actually is. What the 
defenders of sound life insurance 
should determine is, whether or not 


meaning.’ ‘To such he applies the 
legal maxim that the instrument 
must be construed in the sense that 
the promisor apprehended that the 
promisee received it. The failure 
of the law, however, ‘‘to accom- 
plish what was expected from its 
enactment and methods of avoiding 
the operation of laws that hinder 
business competition are among the 
most familiar features in the history 
of legislature.’’ 


the Editor. 


they can approve this invasion of 
the reserve. 

Does Mr. Nichols propose to de- 
fend it? Apparently not. There 
is not a word or phrase in his paper 
which can be construed as a defense 
of the proposition, and yet his re- 
marks have been eagerly put forth 
as such by the advocates of the 
preliminary term reserve. Why? 
Merely because he insists upon the 
valuation of the contract according 
to its terms. In other words, he 
does not defend the act of confisca- 
tion itself, but says that the method 
adopted is impregnable. 


Mr. Nichols may be content to 
stand upon that ground. We are 
not. No reason has yet been ad- 
vanced why the companies should 
take the reserve for expenses, ex- 
cept that they need it. The reserve 
on the life insurance policy was 
established for a purpose. It is a 
trust fund. It is computed on mor- 
tality and interest. Expense does 
not enter into the calculation at all, 
and yet one advocate of term valua- 
tion has gone so far as to say that 
the reserve is what remains of the 
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premiums after all expenses have 
been paid. What a travesty on 
sound principles of life insur- 
ance ! * 

Mr. Nichols insists that the plan 
of confiscation shall be carefully 
devised and made legally impreg- 
nable. He cannot defend any 
method which is imperfect or 
legally defective ; the contract must 
‘‘clearly express the intention of 
the parties’’; otherwise, this at- 
tempt to evade the clear intent 
of the law and to deprive the pol- 
icy-holder of the security usually 
accorded, cannot be upheld. Mr. 
Nichols says he does not defend 
contracts, the language of which is 
‘“so veiled as to afford grounds for 
the charge of misleading the in- 
sured into the belief that the 
contract is one of ordinary whole 
life.’’ 

Has a preliminary term contract 
yet been issued which is zot open to 
such a charge? Mr. Nichols knows 
—or certainly ought to know — 
that these policies are sold to, and 
accepted by, the insured as ordi- 
nary life policies. This deception 
is necessary in order to make the 
confiscation effective. If the zzten- 
tion of the contract — which is to 
take the reserve for expenses — 
were ‘‘clearly expressed’’ to the 
insured, the policy could not be 
sold. 

Mr. Nichols defends a_ purely 
hypothetical case, a situation which 
does not, and cannot by the nature 
of things, exist. There is no pub- 
lic demand for a policy giving term 
insurance at ordinary life rates with 
an option to renew on some other 


*Mr. Nichols, however, says ‘‘the law’’—the 
reserve law— “has no concern with the expenses 
of management.” 


plan. The best that Mr. Nichols 
can say is that such a policy might 
be ‘‘ legally issued.”’ 

The sole purpose of the prelim- 
inary term contract is to confiscate 
the ordinary life reserve by phrase- 
ology in the policy which does not 
‘clearly express ’’ either the intent 
of the insured orthe company. Mr. 
Nichols says that the ‘‘ instrument 
must be construed in the sense that 
the promisor apprehended that the 
promisee received it.’’ No com- 
pany has yet issued a preliminary 
term contract which it did not in- 
tend to sell to the insured as an 
ordinary life policy. 

Mr. Nichols creates the impres- 
sion that he is trying to give aid 
and comfort to the preliminary 
term companies, without commit- 
ting himself to the defense of the 
confiscation involved. He says that 
the whole discussion centers about 
the meaning of the expression ‘‘ net 
value,’’ and that ‘‘ meaning’’ is a 
question of law to be construed by 
the court where doubt exists. This 
may be true; but does not Mr. 
Nichols deny his own contention 
when he says: ‘‘ Technical words 
like these must be taken according 
to their approved and known use 
in the business or profession where 
used, and also in a sense, if pos- 
sible, which will accord with the 
intention of the statute.’’ 


Perhaps what Mr. Nichols means 
is, not that the court shall inter- 
pret the meaning of the term “ net 
value,’’ but shall interpret its ac- 
cepted meaning among actuarial 
authorities. The weight of actu- 
arial authority is against any inter- 
pretation of net valuation laws 
which will permit a whole life pol- 
icy to be valued during the first 
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year on a term basis, whatever the 
verbiage of the contract miay be.* 

In discussing the question of dis- 
crimination, Mr. Nichols says: ‘‘A 
policy stipulating for mere term 
insurance is not the same as an- 
other which couples with it an obli- 
gation to grant whole life insurance 
at the end of the term.’’ If this be 
true, then why a term valuation? 
If it is term insurance, then there 
is discrimination ; if not, it should 
be valued for what it actually is. 

Mr. Nichols says: ‘‘ Suppose two 
separate policies are issued, one for 
a preliminary term, the other to 
begin at its expiration, and in each! 
is stated that the acceptance of the 
other is part of the consideration ; 
must they not be separately valued, 
according to their terms?’’ No 
such contracts are issued. This is 
a hypothetical case cited merely to 
support an argument. It is not a 
statement of fact, and is wholly 
without weight. 

He further says: ‘‘Is the legal 
rule of valuation altered when these 
two contracts, still maintaining 
their separate entity, are written 
and executed in a single instru- 
ment?’’ Most emphatically the 
legal rule of valuation is altered 
under these circumstances, because 
the two contracts are combined for 
the express purpose of issuing a 
whole-life policy without putting 


* McClintock, Vau Cise, Miller, Wells, et al. 
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up the reserve during the first 


year. 

Mr. Nichols’ papér cannot be 
accepted as a justification of the 
preliminary term policy. He does 
not uphold the confiscation for 
which that contract was devised ; 
he defends only hypothetical con- 
ditions which have no bearing on 
the principle involved. It is pos- 
sible that the courts may, on 
legal grounds, permit this con- 
fiscation. We do not think it 
probable. It is true that courts 
usually look at the terms and con- 
ditions of the policy, and in this 
case they may do so as between the 
company and the _ policy-holder, 
holding that if the latter has been 
deceived, he alone is to blame. 
But the courts are also governed in 
their decisions by questions of pub- 
lic policy, and will hesitate before 
giving legal sanction to any device 
or subterfuge, the intent of which is 
to evade the spirit of the net valua- 
tion law and to weaken the financial 
security of the company. Mr. Nichols 
virtually admits that this is the pur- 
pose of the preliminary term contract 
when he says: ‘‘ Methods of avoid- 
ing the operation of laws that hinder 
business competition are among the 
most familiar features in the history 
of legislation.’’ This, he says, is 
the weakness of the law. We wish 
that Mr. Nichols would join us in 
defending this breach against the 
invasion of the enemy. 





DISCRIMINATING TAXATION ON FOREIGN COMPANIES. 


Protective Legislation Sought for American Companies— Economic Effects upon Differ- 
ent Interests. 


The proposition to place a dis- 
criminating tax upon foreign fire in- 
surance companies is now being dis- 
cussed before the State legislatures. 
This legislation has been suggested 
by a few American companies which 
desire to protect themselves against 
the competition of companies of 
other countries. It is favored by 
members of the legislatures because 
they desire to increase State reve- 
nues and feel that a tax on foreign 
corporations will be the least ob- 
jectionable. 

Without denying the right of 
either to advocate this legislation 
for the purposes stated, we wish to 
present briefly the probable eco- 
nomic effects of this tax upon (1) 
the property-owner, (2) the State, 
(3) the company, and (4) the agent. 
It is important for legislators and 
others who are called upon to pass 
judgment upon this measure to 
clearly see what its results are 
likely to be. 

THE EFFECT UPON THE PROopP- 
ERTY-OWNER. — Rates of fire insur- 
ance would probably be higher. 
Foreign corporations would be com- 
pelled to raise charges to cover the 
tax. American companies would 
follow their example. With or 
without trade agreements, prices in 
all industries tend to a common 
level. The cut-rate dealer in any 
commodity is the exception, not the 
rule. If the cost of doing business 
is increased to any portion of the 
fire insurance companies the whole 
level of rates will advance to cover 
that increased cost. 


The cost to the property-owner 

under a protective tax would in- 
crease. Every company would col- 
lect the additional tax from the in- 
sured. Part of them would pay it 
over to the State, the rest would 
keep it as additional profit. Under 
protection, prices to the American 
consumer are always higher, never 
lower. 
“ If the foreign companies could 
not charge rates sufficient to cover 
the tax they would retire from busi- 
ness.* In that case would rates be 
lower? No; relieved of the com- 
petition American companies would 
probably not lower rates; on the 
contrary, the temptation would be 
to raise them. 

THE EFFECT ON THE STATE. — 
The State would benefit only on 
the assumption that it could collect 
more revenue by taxing the foreign 
companies unequally than by tax- 
ing the American and foreign com- 
panies alike. If the State desires 
to increase the premium tax on in- 
surance companies, say to three per 
cent., it might conclude that this 
could be done by putting a two per 
cent. tax on American companies 
and a four per cent. tax on foreign 
companies.t As the latter do rela- 
tively about one-third (%) of the 
business this would mean an average 
tax of not more than two and three- 
quarters per cent., a quarter per cent. 


* In 1898 companies reporting to the Connecti- 
cutinsurance department made a trading profit 
of 1.06 per cent; in 1899 a loss of 10.83 per cent. 
and in 1900 a loss of 5.28 per cent. 


+ This is what is proposed in Missouri. 
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short of the desired ratio. Even 
taking into consideration the nec- 
essary increase in rates the gross 
receipts would be less than a 
straight three per cent. tax on all 
companies at a lower rate of pre- 
mium. 

The State gains nothing by the 
protective tax. _ At the same time 
it renders all of its citizens liable 
to pay the four per cent. tax in 
their premium charges, the foreign 
companies paying the four per cent. 
over to the State, the American 
companies retaining one-half of it 
as profit to their stockholders. 

If the foreign companies retired, 
which they would have to do if they 
could not collect higher rates, the 
State would receive but two per 
cent. tax on premium receipts, in- 
stead of the desired three per 
cent. 

THE EFFECT ON AMERICAN Com- 
PANIES. — The protective tax would 
probably benefit American compa- 
nies, by increasing their profits. As 
stated, they would follow the for- 
eign companies in increasing rates 
to cover the tax, securing the dif- 
ference as profit. This they could 
easily do, for their insurance is nec- 
essary to supply the demand. The 
property owner would be compelled 
to pay the rate charged or go with- 
out insurance. 

If the foreign companies retired 
and the American companies were 
relieved of this competition, the 
latter could more easily maintain 
higher rates. 

THE EFFECT ON THE AGENT. — 
If the foreign companies remained 
and rates advanced, agents who are 
paid on a commission basis would 
get more income. On the other 


permitting 


hand, they would be criticised by 
their customers, the insured, for 
legislation which in- 
creased the cost of insurance. 

If the foreign companies retired 
and the American companies gained 
control of the market, the latter 
could dictate terms to the agents, 
many of whom would be forced to 
retire as the result of the concentra- 
tion. Political economists quite 
generally agree that protection has 
greatly facilitated the organization 
of industrial trusts. 

ConcLusion. — A protective tax 
on foreign companies would injure 
the property owner; it would not 
benefit the State; is of doubtful 
expediency, possibly injurious, to 
the agent, and would probably be 
profitable to the stockholders of 
American companies, more particu- 
larly the large companies. If by 
benefiting the stockholders of 
American companies, the greatest 
good to the greatest number is 
accomplished, then the legislatures 
should impose the protective tax ; 
if not, then the tax should be level 
upon all classes of companies. 

We have presented the economic 
aspects of the situation. Looking 
at the matter from the standpoint 
of self-interest, we should, if a stock- 
holder in a large American com- 
pany, advocate the tax ; if an agent, 
we should hesitate to incur the 
hostility of the property owner for 
the slight increase in commission 
income; if a property owner, we 
should oppose it; if a State legisla- 
tor, we should determine whether a 
protective tax would be more popu- 
lar with our constituency than an 
increase of cost in insurance would 
be unpopular. 
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LIFE INSURANCE. 


Interest in the discussion of the prelim- 
imary term reserve has been revived by a 


Legal Decision on Pre- Gecisiow.) of. the 


liminary Term Reserve Supreme Court of 
"y *  Vermént denying 


the contention of the State insurance de- 
partment concerning this important ques- 
tion. The Bankers Life Insurance Com- 
pany of New York City applied for 
admission to Vermont, presenting a cer- 
tificate of solvency from the State of New 
York. The Vermont department declined 
to issue a license as the policies of the com- 
pany were valued during the first year 
upon the term basis, the company contend- 
ing that it had a right todoso under the 
form of contract issued. The State depart- 
ment, however, did not look at the termin- 
ology of the policy, but held that the con- 
tract in its essential features required the 
customary valuation. 

The matter was finally carried before the 
Supreme Court upon an agreed statement 
of facts. On trial, the only witness sum- 
moned for the company was Mr. Dexter L. 
Stone, its superintendent of agencies. The 
witnesses for the insurance department 
were Mr. Daniel H. Wells, actuary of the 
Connecticut Mutual Life Insurance Com- 
pany, and Mr. Howell W. St. John, actuary 
of the Atna Life Insurance Company. 

The actuarial and legal phases of the 
question were thoroughly presented, as 
well as the economic conditions which 
made it difficult for new and small com- 
panies to compete actively for new busi- 
ness. The case was argued at the October 
term of the Court. Chief Justice Taft, ex- 
ercising his usual prerogatives, took the 
case into his own hands and, after three 
months’ consideration, rendered a decision 
on behalf of the Court supporting the posi- 
tion taken by the Bankers Life. 

The opinion rendered is quite an exten- 
sive one, dealing with numerous phases of 
the question. Aside from the fact that 
this is the first decision rendered by any 
court in respect to the disputed point of 
preliminary term valuation, particular in- 
terest centers in this case, inasmuch as 
Chief Justice Taft was a director in the 


Vermont Life Insutance Company and, 
prior to its failure, represented the com- 
pany before the insurance department in 
behalf of a valuation of its entire business, 
new and old, on the preliminary term 
basis, without reference toa contract. The 
opinion which Judge Taft renders, as a 
member of the Supreme Court, therefore, 
confirms the views for which he contended 
as a director of the Vermont Life. 

This circumstance renders the decision a 
disappointment to all who desire to see the 
legal aspects of the preliminary term con- 
tract judicially passed upon. As a member 
of the court Judge Taft was compelled to 
deny the contention of the insurance de- 
partment; to have done otherwise would 
have been to stultify the position he had 
taken as attorney for the Vermont Life. 
Therefore the decision is, unfortunately, 
ex parte rather than judicial. 


aa 


This magazine has not contended that an 
ordinary life policy containing a prelimin- 
ary term clause might not, in 
a legal. sense, effectually 
break down the standards of 
valuation established by statutory laws. 
As to what attitude the Courts would take 
upon this question we have been by no 
means certain. We have always hoped, 
however, that they would be governed by 
public policy rather than the precise terms 
of the contract. Our position has been 
that whether the preliminary term con- 
tract was legal or not, or whether it might 
be so declared by the courts, made no dif- 
ference in the insurance principle involved. 
In the June, 1900, number, we said: ‘‘A 
thing is not necessarily right because it is 
legal. Wrongs of the grossest kind have 
frequently been perpetrated under the arm 
of the law.’’ Our stand onthe preliminary 
term reserve has, therefore, never de- 
pended upon what the courts might or 
might not decide. In the case of an ad- 
verse legal decision, we have always been 
prepared to hold that in this, as in other 
cases, a sound principle might be effec- 
tively undermined by legal technicalities. 


Position of 
the Court. 





Review of the Month. 89 


The decision of the Vermont court, how- 
ever, does not compell us to take such an 
attitude. In one respect this finding is 
most satisfactory inasmuch as*it eliminates 
entirely the question of the contract, the 
court taking the ground that irrespective 
of the contract any company which so 
elects may value its policies in accordance 
with this rule: The reserve is that por- 
tion of the premium which remains after 
expenses have been paid. 


This is the assumed fundamental prin- 
ciple upon which the finding is based. 
We quote from the decision: ‘‘The com- 
pany has a right to compute its premium 
reserve in the maner contended for by the 
petitioner, basing it, in effect, for the first 
year, upon the amount it receives for pre- 
miums, deducting expenses.’’ - Again: 
‘We say but little as to the effect of the 
provision in the policy that it may be 
valued as a term policy the first year, 
holding that the company has the right to 
so value it irrespective of the agreement.’’ 
Once more: ‘‘ There is nothing that for- 
bids the company taking for the first year’s 
reserve the premium paid, less the expense 
of obtaining the policy. They can value 


itas aterm policy if they wish, not neces- - 


sarily because such is the contract between 
the policy-holder and the company, but 
because the company,’ in administering its 
affairs can compute the reserve, taking 
into consideration the expenses of obtain- 
ing the policy, in such a way as they deem 
best to work equity and justice among the 
members, provided they do not disregard 
the tables of mortality nor the rate of 
interest.”’ 


This declaration is so clearly unsound 
that even the advocates of the one-year- 
term reserve will hesitate to endorse it. 
In fact, some of them are compelled to 
repudiate it, for they have declared that 
the preliminary term clause must be written 
in the policy. Judge Taft, however, states 
that the question of contract is of no im- 
portance whatever; that the department 
must charge aga reserve against the policy 
only such portion of the premium as re- 
mains after all expenses have been paid. 

In our opinion, Judge Taft frankly and 
truly states the position of the one-year- 
term advocates. His decision has brought 
the question out intothe light of day where 
it can be discussed strictly from the stand- 


point of sound principle without regard to 
legal technicalities. 


* 


In the course of its decision, the court 
outlines the conditions existing in life in- 
tune ol surance to-day, pointing out 
dis Derinen. that the expense of obtain- 

ing new business is very 
much larger than the loading usually pro- 
vided for that purpose. The court states 
that the commissions on new business vary 
from fifty to a hundred per cent., and 
makes this significant declaration: ‘‘ No 
company can successfully do business 
unless it pays commissions as large as the 
leading companies in the country.’’ It 
also says that if the rule of valuation in- 
sisted upon by the Vermont department is 
allowed ‘‘no new company, stock or 
mutual, can organize and successfully begin 
business, and no small company can so 
continue without becoming at once insol- 
vent in a statutory sense.’’ Again it says: 
‘*No company with a surplus needs the 
plan of valuation (the preliminary term 
reserve) and no company without a surplus 
can compete with one that has.’’ 

These assertions are partly untrue and 
partly misleading. The court says that 
commissions paid the first year vary from 
fifty to a hundred per cent. As a matter 
of fact, some of the foremost companies do 
business at much less than a fifty per cent. 
first year’s commission. One of the most 
successful companies in the country, from 
the standpoint of cost to the policy-holder, 
does business without paying commissions 
to agents in excess of the actual loading in 
the premium. It is not true that no new 
company can organize and successfully do 
business without the preliminary term 
valuation. All of the companies now suc- 
cessfully operating began business without 
this special privilege. Few, however, 
have attempted to start without a sufficient 
capital to bridge over the early period of 
uncertainty. 

It is not true that no small company can 
continue in business without the prelimin- 
ary term valuation. There are small and 
highly prosperous companies doing busi- 
ness to-day which do not require and never 
have asked for this plan of valuation. It 
is true, as the court says, that no company 
with a surplus needs this plan of valuation, 
and it is equally true that no company 
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without a surplus can compete with one 
that has. This is a self-evident fact. Fi- 
nancial strength is quite as necessary in 
the case of an insurance company as it is 
in the case of a bank or any other fiduciary 
institution. 

It is true that the corporate life of a 
number of companies will be extended by 
the preliminary term valuation. It is also 
true that the organization of new com- 
panies is prevented by the fact that their 
promoters are unable or unwilling to com- 
ply with the statutory conditions imposed 
to secure the policy-holder against loss ; 
but whenever there is a demand for new 
companies on the part of the insuring pub- 
lic, there will te no difficulty in organizing 
and obtaining all the business necessary at 
reasonable rates of commission. Any new 
insurance company which can furnish 
better insurance at less cost to policy- 
holders than that now furnished by those 
engaged in the business can create for itself 
a public demand and can without difficulty 
comply with the most onerous statutory 
requirements. 

The statutory laws in regard to life in- 
surance reserves do not, as the court in- 
timates, tend to create a monopoly in the 
business. These laws have been in force 
now nearly half a century, yet competition 
in the business of life insurance was never 
so fierce as it is to-day. In fact, as the 
court says, this competition has, in part, 
created the high cost of obtaining new 
business. 


¥ 


If the rule of valuation enunciated by 
the Vermont Supreme Court becomes an 
Effect of the established principle, 
Court's Position. ‘ther of nance Vapi 

company valuation, it 
will revolutionize existing actuarial theo- 
ries and practices. It will increase the sur- 
plus funds of existing companies by many 
millions of dollars, and by releasing an 
immense volume of liabilities will tend to 
encourage greater expenditures in the pro- 
curement of new business. The aim of the 
state in enacting a net valuation law is to 
protect the policy-holders and secure them 
against possible loss. The principle of 
valuation governing the Vermont Su- 
preme Court in its decision renders this 
purpose on the part of the state nugatory. 
The reserve being what remains of the 


premium after expenses are paid, the 
management would be at liberty to use 
as much of the premium for expense as it 
chose, either in the first or subsequent 
years. The state would be helpless to pre- 
vent this confiscation of funds. The prop- 
osition is so revolutionary that it would 
create a state of chaos. The uncertainty 
surrounding the level premium life insur- 
ance companies would not be dissimilar to 
that which surrounds the assessment or- 
ganizations, where the policy-holder is 
never certain his beneficiaries will receive 
the fuli face of his policy. 

The decision of the Vermont Supreme 
Court is so reactionary as to carry with it 
its own condemnation. The State Insur- 
ance Department will, of course, be com- 
pelled to obey the mandamus granted and 
admit the Bankers Life to the State, unless 
the legislature should, by suitable legisla- 
tion, override the decree of the court. The 
effect on this particular company is of 
minor importance. It is quite. another 
question, however, when the State depart- 
ment comes to consider whether, in the 
valuation of the policies of all companies 
reporting to that department, it shall be 
governed by the ruling of the Supreme 
Court. 


> 


Judge Taft quotes Dr. Sprague of Edin- 
borough and Dr. McClintock of New York, 
The Dense in support of his position. 

Neither of these eminent 
a Trust Fund. ‘ aa 
actuarial authorities have 
ever suggested or hinted that the reserve 
was that portion of the premium which 
remained after expenses are paid. The 
most that they have said is that it would 
be safe for a young company to use its re- 
serve for expenses during the first year if 
its subsequent management and resources 
were such as to enable it to restore this de- 
ficiency. They have merely said that it 
was safe to do this, not that it was right. 
It might be safe for a trustee of two pri- 
vate estates to use the funds of one to make 
up temporary losses in the other, in the 
expectation that the deficiency would be 
restored out of subsequent investments ; 
but to say that it might be safe for him to 
do this is quite different from saying that 
it would be right. The trustee who used 
the funds of an estate in this way would be 
liable to prosecution under the law. 


RE te in, oe, 
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The reserve of a life insurance company 
isatrust fund. It is based upon scientifi- 
cally ascertained data relating to mortality 
and interest ; no other element enters into 
its computation. The expense incidental 
to the conduct of the business is provided 
by a separate and distinct fund added to 
the mortality fund. In our opinion it is a 
breach of trust for any life insurance com- 
pany to use the reserve funds for any other 
purpose than that for which they were 
created. That has been our position from 
the start, and is to-day. The seemingly 
varying opinions of eminent actuaries has 
not served to change our views in any re- 
spect. The same may be said of court de- 
cisions, whatever their tenor may be. We 
have never looked at the matter from a 
technical point of view, nor from an actua- 
rial, theoretical or scientifi¢ point of view, 
but from the standpoint of sound moral 
principle. The decision of the Vermont 
Supreme Court has brought the real issue 
to the front. The proposition, as it stands 
to-day, is this: Is the life insurance reserve 
that portion of the premium determined 
necessary for the security of the policy- 
holder by universally accepted tables of 
valuation, or is it that portion of the pre- 
mium which remains. after the manage- 
ment of the company has got through pay- 
ing expenses. 

¥ 


It is not impossible that the question 
will finally come before the Massachusetts 
The Controversy Supreme Court. Since 


sn Wlassechossts. last September, at the 
request of one of the 


preliminary term companies, its contract 
has been before the Attorney-General of 
Massachusetts. This official has not yet 
passed on the matter. We hope that the 
question will come before the Court for a 
test as to its legal aspects. As we have 
said, the decision of the Vermont Supreme 
Court is most unsatisfactory to all con- 
cerned. We should like very much to 
have an unprejudiced judicial opinion. 
The preliminary term question has been 
before the Ohio Department. Insurance 
Commissioner Vorys addressed a commu- 
nication to insurance companies doing 
business on the one-year term basis, in- 
viting them to present their views as to 
the proper valuation to be placed upon 
such policies. Asa result of the consider- 
tion thus given to the question, the super- 


intendent has decided that he will not ad- 
mit this system of valuation. 

The position taken by this magazine 
upon the term reserve doubtless seems to 
some harsh and uncompromising. It is 
possibly true that some more or less de- 
serving companies will suffer if the prin- 
ciple of valuation insisted upon is enforced. 
For that result we are deeply sorry. We 
wish that some measure of relief could be 
afforded ; but where the fundamental prin- 
ciples of life insurance are at stake, we 
have no choice but to insist upon that 
which is right for the business as a whole 
and to take that position which is unques- 
tionably sound. We do not believe that 
the preliminary term reserve is the only 
means of relief open to these companies. 
That measure is merely palliative and does 
not cure the real trouble. The use of the 
term reserve will only avert the day when 
these companies must face the inherent 
conditions which have placed them in 
their present straits. We regret that they 
are not now prepared to meet and face the 
situation and effect the changes which are 
necessary. 

Before the term reserve became the sub- 
ject of extended controversy we saw clearly 
the causes which were slowly but surely 
bringing forward the subject into the arena 
of public discussion. These causes did not, 
and by the very nature of things could not, 
inspire confidence in the project. It was 
quite plain that the preliminary term re- 
serve was merely the outgrowth of other 
causes, much more vital to the welfare and 
prosperity of the companies interested. 
Knowing that this project was merely an 
attempt to create surplus at the expense 
of sound principles, we felt it was some- 
thing which should not be endorsed, even 
as a temporary expedient. We regret ex- 
ceedingly that any company should so un- 
wisely administer its resources as to make 
this, or any other expedient, necessary. 
We would like very much to help them get 
back upon solid ground, but we cannot 
support and approve a plan of regenera- 
tion which we are convinced is wrong. 


¥ 


After a conference with Connecticut life 
insurance companies, the insurance depart- 


The Connecticut Department pringhrens 


on Cash-Paid Business. pee aiercar 
compromised 
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its position on cash-paid business, pending 
a discussion of the question before the in- 
surance commissioners’ convention. Com- 
missioner Schofield will permit the com- 
panies to report both cash-paid business 
and business written, and will give them 
certificates of valuation on the latter basis 
to avoid complications with other State de- 
partments which require the reporting of 
business written. 

It is now understood that the matter will 
be formally brought before the next annual 
convention of the insurance commissioners. 
What may be done cannot be predicted. 
Commissioner Schofield is reported as hav- 
ing said that some of the departments have 
approved his position. This is doubtless 
correct. Whether it is true of the majority 
we are unable tosay. Before the next con- 
vention the question is likely to be thor- 
oughly discussed and in all probability 
every department will be governed by the 
decision of the convention, whatever it 
may be. 

As suggested in the last number, the 
question does not involve one of principle, 
but merely of method. Our own conclusion 
is that under present methods of doing busi- 
ness the plan of reporting only policies 
paid for in cash does not give the depart- 
ments a complete record of transactions, 
or furnish the policy-holders with full in- 
formation. It would, we think, be very 
much better if there were some fixed rule 
in regard to the acceptance and delivery of 
policies. As it is, the time when a policy 
of life insurance becomes actually in force 
is somewhat vague and uncertain. 


- 


The ideal method, unquestionably, is to 
deliver no policies until the premium has 
Publicity — paid to the company in 

cash. That, however, is a con- 
aCe sites! whlch chk hanlly be 
brought about in the present state of com- 
petition. Inasmuch as it is the practice 
of all companies to issue policies upon 
which the cash premium has not been re- 
ceived, we believe it would be better not to 
eliminate business written from the State 
reports. It is claimed that to do so would 
discourage the delivery of policies subse- 
quently returned as not taken. One com- 
mentor says, ‘‘If a company does not re- 
port this business, the tendency will be not 
to accept business without the cash.”’ 


Mr. Emory McClintock, the eminent 
actuary, has recently said that one cure for 
the evils in life insurance was publicity. 
If the amount of policies issued but not 
paid for is not shown in the reports, it 
seems to us that would extend the present 
evil and not diminish it. If the companies 
are required to publish the entire amount 
of insurance issued, deducting the policies 
returned as not taken, the tendency would 
be to curtail the amount of not taken pol- 
icies. Every company’ desires to place 
itself in the best light before the public. 

As an abstract proposition, the delivery 
of a policy before the premium has been | 
paid in cash should not occur, but so long 
as it does, the State department would, 
from the standpoint of public policy, err in 
permitting the companies to conceal the 
item of business issued and not paid for. 
Under the item of business issued and not 
taken, there is a waste. In the case of 
some companies this item is quite large. 
Should it not be shown? In requiring the 
companies to show it are not the depart- 
ments working in the interests of economy 
and not against it? None of the conserva- 
tive companies have expressed an unwil- 
lingness to exhibit this item. The report- 
ing of cash-paid business only is advocated 
by what are termed high-pressure com- 
panies, where the waste on not taken pol- 
icies is likely to be large. 


aa 


The question of liability, also, is an im- 
portant oue. It has not been contended 
Liability of that there is no liability 
the Companies. under Policies issued but 

not paid for. How much 
or how little the liability may he no one can 
tell. Itdepends upon whether the insured 
finally expresses his intention to take the 
policy by paying the premium. As the 
company has issued the policy and ex- 
pressed its intention to take the risk, there 
is no escape from liability should the ap- 
plicant choose to pay the premium. We 
presume that the major portion of policies 
outstanding Dec. 31, but not paid for, 
eventually become a liability against the 
company. “We know that in the case of 
some companies very much the larger por- 
tion of such policies are finally put in force 
by the voluntary act of the applicant. 

As stated in the last number, the matter 
of reporting only cash-paid business was 
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adopted by one or two companies for a 
special purpose. They have not, however, 
changed their methed of doing business. 
They continue to issue policies on which 
the cash is not received. Since they do 
not report this outstanding liability there 
is no means of ascertaining how extensive 
the practice is. No company has yet an- 
nounced its intention of refusing to deliver 
the policy until the cash premium is re- 
ceived by the company. That would bea 
real and very substantial reform, but pos- 
sibly impracticable under existing con- 
ditions. 

The Missouri department has notified 
companies that it will require the total 
amount of insurance written during 1900, 
and the total amount of insurance out- 
standing on which no part of the premium 
was reported as paid by the company. 


> 


As stated, there is, under the present 
practice of the companies, some uncer- 
An Interesting tainty as to the exact 


- a4: time and under what 
Case of Liability. conditions the policy 
of life insurance goes into force. This has 
been pertinently illustrated by a case re- 
cently brought to public attention, involv- 
ing a policy for $240,000 issued by a promi- 
nent company. While in New York on 
Sept. 24, 1900, Mr. James C. Pearson of 
Boston made application to the company 
for a policy of $240,000. After an examin- 
ation by three physicians, the policy was 
issued for that sum. 

When notified that this application had 
been accepted, Mr. Pearson did not pay 
the premium and the company retained 
the policy. On January 8, a New York 
lawyer called at the office of the company, 
tendered the premium and received the 
policy. It subsequently transpired that 
when the premium was paid the policy- 
holder was in the hospital and had been 
operated on for appendicitis, from which he 
died ina fewdays. The application, which 
is a part of the contract, contains a clause 
stipulating that the policy shall not go 
into force unless delivered during the life 
and good health of the insured. It is ex- 
pected that under this clause the company 
will deny liability and that the case will 
be carried to the courts for a decision. 

The matter is one of great interest. It is 
not the custom of life insurance companies 


anti-discrimination 


to insist upon technicalities. They inter- 
pret their contracts broadly and look at the 
intent of the insured, rather than the exact 
phraseology of the policy, which is de- 
signed, of course, to protect the company 
against fraud. The decision of the com- 
pany to contest in this case is based upon 
its belief that it was not the intention of 
Pearson to take the policy until he be- 
came impaired as a risk. The long lapse 
of time between the application and pay- 
ment of the premium lends strength to 
this contention. At the time of the appli- 
cation Pearson was in good health, as at- 
tested by the examination of three physi- 
cians. In issuing the policy the company 
expressed its willingness to assume the 
risk. Had the premium been paid prior 
to the time Pearson was ordered to the 
hospital for an operation, the claim would 
have been recognized. It may have been 
the intention of the applicant all along to 
take the policy, an intention naturally 
spurred to action by his illness. The 
probability is, however, that the company 
has sufficient evidence in its possession to 
satisfy it that the applicant did zo?¢ intend 
to take the policy; that the premium was 
hastily forwarded when his life was threat- 
ened, and the policy obtained without im- 
parting to the company that information 
which would certainly have led it to refuse 
the tender of the premium. 


* 


Notwithstanding the severely adverse 
criticism upon State laws prohibiting re- 


bating in life insurance, 
Legal Cure ‘ ; 
for Rebating. the popularity of this 

method of striking at the 
evil does not seem to be altogether on the 
wane. In one State — New Jersey —a bill 
has been introduced to repeal the present 
law. On the other 
hand, in Nebraska, a new anti-rebate bill 
has been introduced, while in Michigan it 
is proposed to amend the preseft statute, 
making it a criminal offence for a life 
insurance agent to share his commission 
with the applicant. In Indiana the State 
department proposes to seek legislation 
which will enable it to revoke the license 
of any company detected in rebating. In 
Massachusetts, as the result of the recent 
rebate case successfully prosecuted under 
the law, an amendment to the present stat- 
ute has been introduced, fixing the penal_ 
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ties of the law upon the receiver as well as 
the giver of a rebate. The amendment is 
as follows: ‘“‘Any person knowingly ac- 
cepting a rebate or preference which is 
given in violation of the terms of this sec- 
tion shall be subject to the same penalties 
as the person granting or procuring such 
rebate or preference.’’ It will thus be seen 
that the natural tendency of the American 
citizen to seek protection at the hands of 
the State legislature cannot be suppressed. 


* 


The formation of life underwriters’ asso- 
ciations in different parts of the country 
is progressing. The 
new president of the 
National Associa- 
tion, Mr. I. Layton Register, has stimu- 
lated widespread interest and brought 
forth substantial results. Mr. Register 
has devoted much time to organization 
work, and has personally visited many 
associations which needed his assistance. 
His remarks have always been of a hope- 
ful nature and have tended to increase re- 
spect for the calling of the life insurance 
solicitor. In his later speeches, Mr. Reg- 
ister has not recurred to the project ad- 
vanced earlier in the season in regard to 
improvement in the class of solicitors em- 
ployed, by the establishment of agency 
directories on the part of the different as- 
sociations. This does not, however, neces- 
sarily indicate that he has been disheart- 
ened by the adverse criticism of his plan. 

A practical attempt has been made at 
Worcester, Mass., to enact positive legisla- 
tion in behalf of better methods. At the 
January meeting of the local association 
in that city the following question was dis- 
cussed: ‘‘When Should Honorable Com- 
petition Cease?’’ This subject was brought 
forward by ex-President Johnson at the last 
annual meeting of the National Associa- 
tion, and has since been suggested for dis- 
cussion among the local associations. As 
the result of the consideration given the 
matter at Worcester, the following resolu- 
tion was adopted: ‘‘ Voted that we, the 
members of the Life Underwriters’ Asso- 
ciation of Central Massachusetts, for the 
twelve months next ensuing, adopt the 
principle of ceasing to compete for busi- 
ness upon the signing of the application 
for insurance, and that we encourage this 
practice in our business and endeavor to 


Among the Agency 
Associations. 


protect, as far as possible, the agents of 
this Association in carrying out this prin- 
ciple.’’ 

The position taken by the association in 
passing this resolution is that the ethics 
of the business will be vastly improved if 
this plan is adopted in all cases where rival 
agents come into competition. It is held 
that each agent has a right to present force- 
fully and fairly all the arguments in favor 
of his own company ; but when the person 
solicited has, after listening to these argu- 
ments, ‘signed the application for the in- 
surance, it is not only wrong from an ethi- 
cal point of view, but bad business practice, 
for the rival agent to attempt to alter the 
decision. The chances are that to do so 
it would be necessary to advance argu- 
ments which would undermine the con- 
fidence of the applicant, not only in the 
company of his selection, but in the busi- 
ness of life insurance itself. This position, 
it seems to us, is a sound one — one which 
will tend to improve the general condi- 
tions of doing the business. It is well 
worth copying by local associations in all 
parts of the country. 


* 


As an outcome of the recent recom- 
mendations regarding fraternal orders, 
adopted by the insur- 
ance commissioners’ 
‘convention, bills 
have appeared in a number of States pro- 
viding that no new fraternal orders shall 
be permitted to begin business unless they 
charge the table of net rates adopted by 
the National Fraternal Congress. This 
table calls for a level rate, and is based 
upon the mortality experience of the soci- 
eties maintaining membership in the Con- 
gress. A comparison of these net rates 
with those used by level premium com- 
panies shows them to be very much lower 
—about twenty per cent. lower than the 
Actuaries’ Four per cent. net rates and 
about twenty-five per cent. lower than the 
American Three. 

It is probabie that general legislation 
will be obtained upon the lines recom- 
mended by the insurance commissioners. 
The protection afforded may for a time 
stop the progress of decay in these organi- 
zations, but permanent relief cannot be 
secured until these organizations base 
their mortality assumptions upon those 


Proposed Fraternal 
Legislation. 
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tables which have been found necessary 
for the security and perpetuity of the legal 
reserve organizations. The latest proposed 
fraternal in New York State, the Fellow- 
ship of Solidarity, intends to base its 
premium charges upon the net rates of the 
American Three per cent. table. This 
makes the rate at age thirty-five $21.08. 
The rate of the National Fraternal Con- 
gress at that age is $16.62. 


* 


Attention has been directed anew to the 
cost of placing new business by a proposi- 


Legal Limit to the Coss 10m that the com- 


pensation paid to 
of. Now Insursace: agents be limited 


by State legislation. Bills covering this 
question have been introduced in New 
York, Wisconsin, Minnesota, Michigan, 
and Missouri, and, it is understood, simiiar 
measures will also be introduced in Ohio 
and possibly several other States. The pur- 
pose of these bills is not to limit the amount 
of gross commissions which shall be paid 
to an agent, but merely to regulate the 
method of payment by stipulating that if 
the company desires to pay more than the 
expense loading for placing the business 
this commission must be paid in instal- 
ments, the amount of the instalment in no 
year to exceed the loading, its payment 
depending upon the continuance of the 
policy. 

The measures apply only to mutual com- 
panies, being drafted somewhat upon the 
line suggested by Mr. William A. Fricke, 
ex-insurance commissioner of Wisconsin, 
in his address before the insurance com- 
missioners’ convention at Hartford last 
September. The proposition was first ad- 
vanced by Mr. Fricke in an article con- 
tributed to the June, 1900, number of 
INSURANCE EcONOMICs., Mr. Fricke’s pur- 
pose was to bring about by legislation the 
results aimed at by the National Associa- 
tion of Life Underwriters in advocating a 
decrease of first year’s commissions and.an 
increase of renewals. His suggestion at 
the time attracted a good deal of attention 
and discussion upon both sides. Many 
believed that so far as the evil of rebating 
is concerned, this was the most effective 
remedy which had yet been advanced. On 
the other hand, the proposition to regulate 
the method of agency compensation by 
legislation was regarded as much too rad- 


ical to be endorsed by the companies or 
their agents. The proposed legislation is 
likely to constitute one of the chief topics 
of discussion during the current year. 
Such a discussion cannot fail to be educa 
tional in its results and may tend to pro- 
mote the reform aimed at without State 
interference. 


> 


Accompanying the bill relating to agents’ 
commissions is another covering the ques- 
Deferred Dividends ‘0" °f deferred divi- 

ware dends. This likewise 
as a Liability. 4 
applies only to com- 
panies conducted on the mutual plan, and 
provides that they shall distribute their 
surplus annually and that all so-called 
deferred dividend companies shall keep 
and furnish an individual account to each 
policy-holder, showing the annual accumu- 
lations upon his policy. These accumulated 
dividends shall be charged to the compa- 
nies as a liability. The bill also provides 
that in determining the amount of surplus 
to be distributed there shall be reserved an 
amount sufficient to meet pending death 
claims, together with an amount not less 
than the aggregate net value of all out- 
standing policies, said value to be computed 
upon the American or Actuaries’ four per 
cent. table of mortality. 

The purpose of this bill is to accomplish 
by legislation what the Connecticut insur- 
ance department has undertaken to do by 
official decree. In discussing the question 
of deferred dividends in the November, 
1g00, number of this magazine, we stated, 
“It is our belief that public opinion will 
in time compel some method of treating 
deferred dividends different from that now 
commonly used. This problem 
will become more and more the subject of 
attention on the part. of State departments 
and possibly of legislatures.’’ 

We did not, at that time, believe the 
subject would so soon come before the 
State legislatures. We think the best 
interests of the companies will be pro- 
moted by separating the surplus accumu- 
lated on deferred dividend policies from 
the general surplus. It is now the prac- 
tice of a number of companies to do this, 
among them the New York Life, the North- 
western, Home, and the Penn Mutual. 

Whether it is good policy for the State 
to step in and compel the companies to 
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charge any portion of their surplus funds 
as a liability, is another question. Vir- 
tually all surplus is a liability. One of 
the purposes for which surplus is accu- 
mulated is to provide dividends for policy- 
holders. Under the contracts issued by 
the companies, these funds do not become 
a defined liability until dividends are 
declared. Dividends may be set aside 
from year to year upon the policies entitled 
to receive them, but they do not become 
declared until the company is ready to pay 
them to the policy-holder under the terms 
of the contract. 

The proposed legislation practically com- 
pels annual dividends, and merely permits 
the company to hold them for the purpose 
of investment. The bill, if passed, will 
affect nearly all the companies doing busi- 
ness, with possibly one or two excep- 
tions. Almost all of them issue deferred 
dividend policies, some for five years, and 
others for ten, fifteen, and twenty years. 
The practice of making an annual account- 
ing to the policy-holders has also been 
adopted by several companies. In fact, 
the whole trend of company management 
in respect to deferred dividends in recent 
years has been in the direction of what 
seems to us to be reform. Will this tend- 
ency be promoted or the conditions bet- 
tered by legislation? 

- 

The importance of deferred dividends is 
emphasized by the radical legislation which 
has been proposed in 
New York State regard- 
ing the taxation of 
surplus funds. This proposition was the 
outcome of the recommendation made by 
Governor Odell in his annual message to 
the legislature. The bill introduced as a 
result of that recommendation provided for 


Proposed Taxa- 
tion of Surplus. 


a tax of one per cent. upon the capital 
and surplus of all insurance companies, 
‘‘ whether such surplus is known as sur- 
plus, reserve fund, undivided profits, or 
any other name.’ It is evidently the pur- 
pose of this bill to. treat accumulations 
under deferred dividend policies as sur- 
plus. In this respect New York’s proposed 
action is diametrically opposed to Wiscon- 
sin’s, where it is proposed to make these 
funds a liability. 

In discussing the question at the hearing 
before the committee having the matter in 
charge, Mr. Gage E. Tarbell, vice-presi- 
dent of the Equitable Life Assurance Seci- 
ety, stated that out of the company’s total 
surplus of $66,000,000, some $55,000,000 be- 
longed to deferred dividend policy-holders. 
If the Wisconsin proposition is sound, this 
$55,000,000 should be charged against the 
company as a liability, and would be free 
from any taxation as surplus funds. It 
seems certain that if the principle of taxa- 
tion suggested in New York State is 
adopted, it will tend to discourage and 
possibly check altogether the showing of 
large surplus accumulations on the part of 
life insurance companies. It is under- 
stood, however, that as a result of the 
protest made the committee has decided to 
recommend a tax of one per cent. on pre- 
mium receipts in New York instead of upon 
surplus funds. 

The situation serves to show that it has 
been unwise for the companies issuing 
deferred dividend policies to lump all 
funds above legal liabilities under the 
head of a general surplus. It would be 
much better, irrespective of the question 
of State legislation, for the companies to 
segregate their accumulations on deferred 
dividend policies, and thus avoid all mis- 
understanding, either on the part of their 
policy-holders or of State legislatures. 


FIRE INSURANCE. 


The question of taxation has been brought 
to the front by the seemingly hostile atti- 
tude of New York 
State toward insur- 
anceinterests. Gov- 
ernor Odell, in his message to the Legisla- 
ture, suggested that the surplus, as well as 
the capital, of insurance companies should 
be taxed for the support of the State. It 


Tax Burdens on In- 
surance Corporations. 


is understood to be the purpose of the gov- 
ernor to change the present system of tax- 
ation by substituting, so far as possible, an 
indirect tax upon corporations for the 
present direct tax upon realestate. It has 
been stated also that he is governed by a 
desire to popularize the present adminis- 
tration of New York State. 

Soon after the message was delivered to 
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the Legislature, a bill wads introduced im- 
posing a tax of one per cent. upon the 
capital, surplus and reserve funds of all 
insurance corporations. The bill was re- 
ferred to the Committee on Taxation and 
by them favorably reported, before the in- 
surance companies were given an oppor- 
tunity to protest against the imposition of 
this new burden. They were, however, 
enabled to secure a recommitment of the 
bill and a hearing before the committee. 
Asa result, it is likely that the method of 
taxation will be modified, taking the form 
possibly of a one per cent. tax upon pre- 
mium receipts in New York State. The 
tax of one per cent. on capital and surplus 
would call for an additional contribution 
from New York State fire insurance com- 
panies of more than half a million dollars. 
If the one per cent. tax on premium re- 
ceipts in New York State is levied, the 
additional burden imposed will be very 
much less than that praposed in the orig- 
inal bill. New York fire insurance com- 
panies already pay one-half of one per 
cent. on gross premium receipts in New 
York State. In addition they pay one- 
eighth of one per cent. on authorized cap- 
ital. Their real estate is subject also to 
tax, as well as any shares of the capital 
stock which may be held within the State. 
Outside fire insurance companies pay a 
two per cent. tax on gross premiums. If 
the tax on New York premiums is increased 
to one per cent. there will still be a dis- 
crimination against outside companies. 


> 


It is an interesting fact that the rates of 
insurance taxation in New York State are 
much more favorable 
. than in many other of 
in New York. the large States of the 
Union. Mr. James G. Batterson, in his 
recent address before the insurance com- 
missioners’ convention at Hartford, stated 
that the total sum received in New York 
State from insurance taxation was $274,000, 
while in Missouri it was $318,000, in Wis- 
consin. $388,000, in Connecticut $532,000, 
in Massachusetts, $628,000, and in Pennsyl- 
vania $818,000. Mr. Batterson stated that 
if the insurance tax laws of Pennsylvania 
were applied to New York they would yield 
a total income of $1,055,000. The com- 
bined taxes and fees now imposed on in- 
surance companies in all States, including 


Comparative Tax 


the internal revenue tax, amountsto nearly 
$13,000,000, of which nearly five millions 
and a half are paid by the fire companies. 
Mr. Batterson said: ‘‘ Taking as a grand 
aggregate of all the companies — fire, life, 
accident and miscellaneous—the rate of 
tax is 3.52 per cent. on capital and surplus 
which must be earned and paid before the 
first dollar is available for dividends.”’ 


* 


The rate of taxation imposed upon fire 
insurance companies during the past 
The Sreetion ’ twenty years has steadily 
Geciens Gee: increased. It is one of 

the important elements 
in the cost of insurance which has tended 
to make the rates of premium to the in- 
sured higher than they would otherwise 
be. Insurance is so distinctly a tax upon 
the thrift and enterprise of the people that 
it has been frequently asserted it. should 
be entirely exempt from taxation for the 
support of the government; but this sim- 
ple and seemingly equitable proposition 
has never created, apparently, the slightest 
impression upon those in whose hands 
rests the power of legislation. Insurance, 
that form “of enterprise which should be 
the least subject to taxation, has been 
more heavily burdened in this respect 
than any other branch of commerce. In 
Wisconsin more than one-third of the State 
revenues are produced from taxation upon 
insurance companies. This is an extreme 
case, but in all States a very large propor- 
tion of revenue is raised by taxation upon 
insurance companies. 

The question of taxation is one of in- 
creasing importance to the managers of 
insurance companies. It is a problem 
which will have to be faced in the future 
in some intelligent way. There has been 
little or no organized attempt to deal with 
the matter. The insurance companies have 
allowed the situation to drift until it has 
become a most serious menace. Present 
conditions do not afford the slightest sign 
of improvement. The disposition in every 
State is to increasé the amount of taxation 
imposed on insurance companies. 

In all States the machinery of govern- 
ment is constantly enlarging. More and 
more people are obtaining a living at the 
expense of the State. Those who are in 
control of political machinery need more 
and more money to support those ma- 
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chines. To secure it they are sure toadopt 
the means most likely to insure popularity 
with the mass of voters. They cannot do 
it by direct taxation. The corporations, 
however, furnish a ready avenue of collec- 
tion. Most of the business of the country 
is to-day done by corporations and this 
popular source of revenue to the politician 
is constantly increasing. 

The situation is a grave one. It not 
only affects insurance corporations, but 
all other corporations; in fact, it directly 
affects the public welfare. We do not say 
that it may not be right and proper for the 
State to obtain its revenue entirely by tax- 
ing corporations. It may be that as a mat- 
ter of public policy this is the best system 
of taxation. If it is the best system, how- 
ever, and the voters upon which the politi- 
cal machines depend for support under- 
stand that it isindirect taxation for which 
they must pay in the form of enhanced 
prices, it is important that the tax should 
be equitably levied. Under present con- 
ditions, the insurance corporations seem to 
be bearing by far more than their share. 
Will they continue to accept this condition 
without a murmur or will they, under the 
spur of necessity, engage in some organized 
effort to obtain their rights? 


¥ 


It does not seem improbable that this 
disposition on the part of the States to in- 
crease revenues by the 

peter sa most popular means will 
tend to further legisla- 

tion imposing a discriminating tax upon 
foreign fire insurance companies. In Mis- 
souri a bill has been introduced taxing 
domestic companies two per cent. and 
foreign companies four per cent. on gross 
premiums; in Delaware one taxing Ameri- 
can companies one and a half per cent. on 
net premiums, and foreign companies five 
per cent. on gross premiums. It has been 
stated even that another attempt will be 
made in New York State to impose a dis- 
criminating tax. Similar attempts made 
in the past have failed because of the op- 
position of the property owners who were 


opposed to any legislation which would - 


tend to limit the supply of insurance or to 
increase its cost. 

A leading advocate of a discriminating 
tax has recently said: ‘‘ It would enable the 
American companies to write insurance at 


the lowest possible rates, and the foreign- 
ers being forced to meet competition, the 
public would be benefited.’’ 

It does not seem to us that the legisla- 
jation suggested would have the effect de- 
scribed. Our judgment is based upon the 
law of prices in fire insurance, namely, 
that rates will, on the average, be main- 
tained at a level necessary to produce a 
fair profit to all. The American compa- 
nies would not cut rates. They would ob- 
tain the same prices charged by the for- 
eign companies. The foreign companies 
would charge the price necessary to cover 
the cost of insurance, including the in- 
creased taxation. A discriminating tax 
would not result in lower rates of in- 
surance to the insured. Foreign-compa- 
nies would be compelled to charge higher 
rates to cover the increased cost. Ameri- 
can companies would charge the same 
rates, but not hawing the tax to pay their 
margin of profit would be larger. Protec- 
tive legislation always increases the price 
to the consumer. 

The difficulty, however, in attempting 
to enact protective legislation in behalf of 
American companies is that while it has 
not served as yet to annoy the foreign 
companies very much, it has resulted in 
a decided increase in the burden upon 
all companies. It is an interesting fact 
that the American company which has 
been most active in promoting discrimi- 
nating tax measures was one of the first to 
protest against the imposition of increased 
burdens upon New York State companies. 
And yet, if we could analyze all the causes 
which finally resulted in the recommenda- 
tions of Governor Odell, it would probably 
be found that the efforts of a few American 
companies in behalf of discriminating taxa- 
tion occupied an important position among 
those causes. 


¥ 


Interest in non-paying hazards has been 
reawakened by the appointment of a special 
' committee of the New 
England Insurance Ex- 
change to take up the 
question of advancing rates on such classes 
as are shown to be unprofitable by the 
combined experience of the companies. 
This action is a result of the general move- 
ment to secure an increased income by a 
readjustment of rates. The companies 


Rates on Non- 
Paying Hazards. 
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interested, through the Committee of Fif- 
teen of the Eastern Union, have been 
laboring with the problem for some time 
and have in their possession classifications 
believed to be sufficiently. extensive to 
enable the proper rating bodies to readjust 
the premium charges. 


In the territory of the Western Union 
advances have been made on a few classes 
as a result of the investigations of the Gov- 
erning Committee of that body, and sched- 
ules have been prepared covering iron 
workers and commercial stocks which, it 
is understood, will be presented at the 
meeting of the Western Union at Old Point 
Comfort the third Wednesday in March. 
It is stated that the latter class constitutes 
from fifteen to twenty-five per cent. of the 
total business of all companies, and that 
few if any, have made a profit upon this 
kind of hazard. 

The progress in New England in hand- 
ling this matter will be watched with great 
interest. In 1893 a similar attempt to 
readjust rates upon non-paying hazards 
was made without success. A special com- 
mittee was appointed, which devoted sev- 
eral months to the problem, gathering 
quite a complete classification of risks 
from the different companies. On some 
classes the experience was made up from 
the classification sheets of as many as 
twenty-six companies. No substantial re- 
sults accrued in New England, although 
the work of the committee had some influ- 
ence upon the general rate situation. 

Some difference of opinion has arisen in 
respect to the kind of a classification which 
the Exchange shall use; that is to say, 
whether the experience be confined to New 
England or cover a larger field of operation. 
It is understood to be the general policy of 
the Committee of Fifteen to urge an ad- 
vance of rates in different territories in 
accordance with the percentages shown to 
be necessary by a general classification, 
without respect to localities. Many under- 
writers feel, however, that some attention 
should be paid to the experience in differ- 
ent localities. It has been suggested that 
the most equitable results would be ob- 
tained by the use of a schedule of uniform 
credits for improvements and charges for 
deficiencies, the base rate being varied 
according to the actual experience in dif- 
ferent sections. It issaid that upon certain 


classes of hazards the experience in New 
England has been very favorable, the losses 
which place these classes in the non-pay- 
ing list having occurred in other sections. 
The justice, as well as the expediency, 
of making New England pay for losses 
incurred elsewhere has been questioned. 


Aa 


The plan adopted by the Committee of 
Fifteen in handling the rate question by 


Why Schedules securing advances upon 


unprofitable classes in- 
Should be Used. stead of making flat ad- 


vances upon all classes of risks irrespective 
of the actual experience, has been favorably 
commented upon. It is a question, how- 
ever, whether past errors in respect to flat 
advances on all classes, may not be repeated 
if an attempt is now made to secure uniform 
flat advances in all localities upon risks 
shown by a general classification to be 
unprofitable. Is not this method — while 
less objectionable, perhaps, than the gen- 
eral flat advance —in its essence open to 
the same criticism on economic and scien- 
tific grounds? The general flat advance 
has resulted from a hasty desire to raise 
rates for the purpose of replenishing past 
losses. This method has not only excited 
public hostility, but has created a condition 
of internal demoralization and unhealthy 
competition. Will not substantially the 
same results accrue if flat advances are 
made upon unprofitable hazards? 

It seems to us that a wise regard for pub- 
lic policy would lead the companies to 
readjust rates on unprofitable classes by 
means of intelligently formulated sched- 
ules. A schedule embracing equal charges 
for deficiencies and deductions for improve- 
ments, with a base rate formulated upon a 
classification which considers actual differ- 
ences in conditions in various localities, is 
preferable to a flat advance, even if the 
formulation of this schedule should cause 
further delay in the much-needed advance 
in premium rates. 

In enforcing their present program on 
rates the companies must depend for suc- 
cess upon uniform action. This uniform 
action depends in a very large measure 
upon freedom from legislative restriction. 
It would, therefore, be better to have the 
readjustment of rates made in the most 
unobjectionable form—the one which is 
least open to criticism from a scientific 
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point of view. If the schedule method is 
used in connection with the classifications, 
the underwriters who are responsible for 
the present movement will undoubtedly 
obtain the support of important interests 
which otherwise might be withheld. 


> 


Since our last number the National 
Senate has completely remodeled the 
revenue tax bill adopted in 
The Rev- the house. So faras rl insur- 
enue Tax. ; 
ance interests are concerned, 
it has eliminated the repeal of this tax and 
proposes to continue the same, offering 
some relief, however, in changing the form 
of taxation from a stamp to a percentage 
upon premium receipts. This was the 
change asked for last year by the National 
Board and by the National Agency Associ- 
ation, because the annoyance of affixing 
stamps was very great and resulted in con- 
siderable unnecessary waste. It was feared 
then that in asking for this change it 
might be impossible later on to secure 
altogether the desired relief from this tax. 
The senate, desiring to favor other inter- 
ests subject to the stamp tax, and taking 
advantage of the suggestion advanced last 
year, declines to grant any further relief to 
the insurance companies. 

This relief is by no means small and is 
especially appreciated by local agents. 
In fact, the agency associations have held 
the position that they could not consist- 
ently ask Congress to take any other action 
upon the matter, since they were directly 
interested only in relieving themselves of 
this unnecessary labor. The question of 
abating the tax altogether rested, accord- 
ing to their view of the case, with the com- 
panies entirely. 

Notwithstanding this fact, when the 
National Board began to move for a repeal 
last fall, it invited the co-operation and 
assistance of local agents. It appears, 
however, that this co-operation was not 
sought with enough seriousness to lead to 
the desired results, and since the senate has 
reported in behalf of a change in the 
method of levying the tax, the agency as- 
sociations have ceased to bring any pres- 
sure upon Congress to act upon the matter, 
leaving the fight practically in the hands 
of the companies. It is not improbable 
that had the companies and agency associ- 
ations been able to meet last year a plan 


Monthly Journal of Insurance Economics. 


of campaign could have been outlined 
agreeable to. both and which could have 
been successfully put through Congress. 
As it is, the spirit of co-operation has not 
yet been sufficiently developed to result in 
a complete understanding. 


> 


These conditions, however, are not un- 
natural. We believe that in due time the 
companies and the agency 
forces will reach a better 
understanding in regard to 
legislation, and that there will then be 
more harmony in the general attitude of 
both interests towards this important 
matter. The executives of the National 
Agency Association have taken a signifi- 
cant step in this direction by suggesting to 
all State Associations that they appoint 
special committees to confer with the com- 
panies in regard to all matters of legisla- 
tion which may come up in their respec- 
tive States. This certainly shows a 
disposition on the part of the agency 
associations to give every assistance to the 
companies in their defence against adverse 
legislation, as well as in securing the en- 
actment of more efficient State laws. In 
Illinois, the committee so appointed has 
conferred with company representatives 
upon the proposed agents’ license bill 
which was fully discussed last month. As 
then stated, the companies do not approve 
this measure, although a majority of the 
local agents seem to be anxious to have it 
passed. Some of the leaders in the agency 
movement, however, are convinced that 
protective legislation in behalf of local 
agents is extremely unwise, knowing as 
they do that it is very difficult to determine 
in what direction this kind of legislation 
will lead and whether or not it may event- 
ually result in good for all concerned. 

The question of agency license laws is 
intimately related to that of multiple agen- 
cies. The law isa protective measure de- 
signed to check the multiplication of 
agencies. It is the outgrowth of the same 
causes which led the National and several 
of the State associations to declare in favor 
of a single-agency system. Since the com- 
pany managers are opposed to any attempt 
to check the multiplication of agents by 
legislation, would it not be reasonable for 
the agents, who are now in conference with 
them upon this subject,to ask if measures 
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cannot be devised which will tend to bring 
about a single-agency system? If the com- 
panies are willing to afford some relief to 
agents, the agents should. in turn be will- 
ing to refrain from promoting legislation 
which is objectionable to the companies. 
This phase of the question is of particular 
importance since it seems likely that the 
sentiment among local agents in favor of a 


competitive license law will extend to other 
States. It is always better to correct the 
evils of a business without an appeal to 
outside forces. Cannot western managers 
suggest or put in force some measure which 
will protect local agents against the multi- 
plication of competition without making 
it necessary for them to go to the State 
legislature ? 


THE CONNECTICUT FIRE INSURANCE REPORT. 


Retrenchment in Management Expenses. 


The text of the Connecticut Fire Insur- 
ance report has just been issued. It is 
comprised mainly of the recent examina- 
tion of all Connecticut companies by the 
department actuary, Mr. Charles A. Haw- 
ley, and a number of interesting statistical 
tables pertaining to the business. The 
only recommendation in regard to legisla- 
tion made by Commissioner Schofield is 
the enactment of a fire marshal law. He 
states that a bill covering this question 
will be prepared and presented to the 
legislature. In the text of his report the 
commissioner takes occasion to discuss the 
expenses of management in fire insurance, 
pointing out that they have largely in- 
creased, and in his opinion, at present this 
increase is wholly disproportionate to the 
increase in the business. He says, ‘‘ Ne- 
cessity seems to exist for substantial re- 
trenchment in operating expenses.’’ Mr. 
Schofield also deprecates the over-insur- 
ance of risks, due, he thinks, largely to the 
fact that they are inspected by local agents 
whose interests are not always identical 
with those of the company. The commis- 
sioner also recommends improved methods 
of fixing rates, believing that greater dis- 
crimination should be exercised in the 
rating of individual hazards. 

The statistical data shows that during 
1900 the expenses in management of Con- 
necticut fire insurance companies increased 
$222,000, while other State companies paid 
$1,684,000, and foreign companies $1,064,- 
ooo more than the preceding year. It is 
also shown that Connecticut companies 
paid commissions to agents in 1900 of 17.71 


Profit and Loss Statistics. 


against 17.74 the previous year. Other 
State companies paid commissions of 20.27 
against 19.62 the previous year, while for- 
eign companies paid 20.18 against 19.82 the 
previous year. 

The average rate of premiums received 
by Connecticut companies in 1900 was 1.09 
against 1.09 in 1899; other State companies 
-99 against .94 in 1899; foreign companies 
.98 against .95 in 1899. 

UNDERWRITING LOSS IN Ig0o. 


Perhaps the most interesting portion of 
that report is the figures deduced from the 
gain and loss exhibit required by the de- 
partment. According to this compilation, 
stock and other insurance companies re- 
porting to the department experienced an 
underwriting loss in 1900 of $6,983,974 
against $13,112,609 in 1899. The profit on 
investments in 1900 was $13,925,288. The 
ratio of loss during 1900, therefore, appears 
to have been 5.28 percent. The total ratio 
of net losses incurred to net premiums 
earned by all companies in 1900 was 65.63 
against 70.63 per cent. in 1899. The ex- 
pense ratio on the same basis in 1900 was 
39.65 against 40.20 in 1899. 

Risks in force of companies reporting to 
the department show an increase of nearly 
one billion dollars. Premium receipts in- 
creased over eight million dollars. The 
losses paid were nearly three millions in 
excess of the previous year. It will thus be 
seen that but for a slightly higher rate, as 
well as a substantial increase in business, 
the loss of the companies for 1900 would 
have been much heavier than in 1899. 
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(FROM THE INSURANCE PRESS.) 


An interesting phase of the adjustment 
of fire losses, bearing upon more scientific 
methods in underwriting, was brought out 
at a recent discussion before the Shoe and 
Leather Club of Boston, participated in by 
prominent underwriters of that city. The 
question presented was that form of moral 
hazard which results in the payment of a 
larger sum to the insured than the actual 
loss. This form of moral hazard is by no 
means isolated. Property owners who 
would scorn to set fire to their property for 
the purpose of obtaining insurance, never- 
theless feel themselves justified in demand- 
ing a settlement of the loss at a figure in 
excess of actual value. 

Under the Massachusetts standard pol- 
icy, where a question arises as to the 
amount of loss, the matter is placed in 
the hands of three referees: one appointed 
by the insured, one by the insurance com- 
pany, the third being selected by these 
two. While this plan of determining the 
loss is theoretically fair, it is found in 
practice ‘‘ that referees thus appointed are 
constrained to accept the views of the 
property owner when his property con- 
sists of stock in trade, as tothe amount of 
damage he has suffered, particularly by 
smoke and water.’’ Where the stock has 
not been actually burned, but has been 
damaged either by water or by smoke, the 
actual loss becomes quite a problem, and 
several cases have occurred where the in- 
surance companies have felt that awards 


made to the insured were many times 
greater than the actual loss. 

In view of this condition, it has been 
suggested that some system should be de- 
vised by which the organized trade asso- 
ciations should determine what the loss is, 
in cases of this character. The plan pro- 
posed is to appoint a committee of the 
members of these organizations to act as 
referees to pass upon the amount of fire 
loss incurred by any member of the or- 
ganization in cases of dispute. It is con- 
tended that a loss adjusted in this way 
‘‘ would constitute what might be termed 
the judgment of the trade as to the extent 
that fire, water and smoke damaged the 
goods its representative dealt in.’’ Thus, 
the insurance companies would be able to 
obtain reliable data upon which the rate 
of insurance could be predicated. In other 
words, each trade could, in a measure, 
practically determine the cost of its own 
insurance. Each trade would, in effect, 
co-operate with the fire insurance com- 
panies in establishing a classified experi- 
ence on that particular kind of risks, thus 
tending to place the business of insurance 
upon a more scientific basis. 

It is a fact that the losses in some lines 
of trade are excessive on account of the 
large claims for smoke and water damage, 
the payment of which it seems impossible 
for the insurance companies to avoid on 
account of the present system of refer- 
ence. 





THE FIRE HAZARD OF 


The attention of fire underwriters in 
America and England has recently been 
called to a serious fire hazard in connection 
with the use of carbon bisulphide, for 
the purpose of removing insects from 
stored grain. The most common form of 
the pest is that called ‘‘weevil.’”’ An in- 
vestigation into the methods of destroying 
this insect was made in the spring of 1900 
by the Royal Agricultural Society of Eng- 
land. The expert employed by the society 


CARBON BISULPHIDE. 


called attention to a method used in the 
United. States with satisfactory results, by 
injecting carbon bisulphide into the in- 
fected grain. He stated, however, that 
there had been a hesitation about its use in 
England on account of its inflammatory 
properties, but he’ believed there was no 
danger if proper caution was used. 

The matter attracted the attention of 
English underwriters, and after some in- 
vestigation, the general opinion seemed to 





Proposed Life Re-insurance Company. 


be that the use of this insecticide would be 
attended by very great hazard and should 
be deprecated. In the English Woolen 
Mills tariff the use or deposit of carbon 
bisulphide within twenty feet of insured 
buildings is prohibited. It is stated that 
serious damage recently resulted to a 
chemist’s shop in London by the explosion 
of a quantity of this chemical which had 
been placed in an open yard in the rear of 
the premises. 

Carbon bisulphide, as described by the 
expert of the Royal Agricultural Society, 
is a heavy, ill-smelling, poisonous liquid, 
exceedingly fatal to all forms of insect life 
in a closed space, but very volatile, so that 
its fumes rapidly pass off when exposed to 
the air. It is most efficacious in a practi- 
cally air-tight compartment such as a 
closed bin. Actual contact with the grain 
has no ill effects, so that it can be applied 
by fixing a mass of tow with cotton waste 
to the end of a stick, saturating it with 
carbon bisulphide and thrusting it into the 
middle of the grain, or it may be simply 
poured on the top of the grain. No light 
must be brought near until the odor has 
entirely passed off. 

In the United States this method of treat- 
ing grain for the purpose of removing in- 
sects is used to some extent in the eastern 
States. The attention of underwriters’ 
associations has been called to the matter, 
but so far as is known, precautionary 
measures have never been taken. Some of 
the companies, however, acting upon their 
individual knowledge, decline to write 
risks where this carbon bisulphide is used. 
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An investigation of the subject among 
western underwriters develops the fact that 
this method of destroying wheat weevil 
has not been satisfactory to the insurance 
companies. It has never been used in the 
West with the consent of underwriters, 
though probably employed surreptitiously 
to some extent. Where the attention of 
insurance companies is called to the use of 
this chemical, they refuse to permit its use. 
The chemical is extremely volatile and 
readily assumes the form of vapor at ordi- 
nary temperatures. It is likewise very 
inflammable, taking fire at a temperature 
far below that required to ignite ordinary 
combustibles. When mixed with air it 
forms an explosive. 

Several fires have occurred in grain ele- 
vators which have been ascribed to the 
use of carbon bisulphide. The general 
opinion of underwriters in the West is that 
where {this chemical is used companies 
should require that the process be em- 
ployed in a separate. building and that an 
additional premium be charged where the 
fumigating plant exposes the elevator or 
mill. 

A Cleveland manufacturing company is 
now engaged in the manufacture of a com- 
pound, in liquid form, which is advertised 
as ‘“‘Fuma,’’ composed thainly of carbon 
bisulphide. 

The facts upon which the above state- 
ment is based have been placed at the dis- 
posal of this magazine through the kind- 
ness of Mr. E. R. Kennedy of New York 
City. 


PROPOSED LIFE RE-INSURANCE COMPANY. 


(FROM THE WESTERN UNDERWRITER.) 


Some interest among life underwriters 
has been aroused by the announcement 
from Chicago that a company was being 
organized in that city to do a life re-insur- 
ance business. Re-insurance among the 
life companies is not an uncommon thing. 
It is a question, however, whether enough 
of it is at present done to warrant the or- 
ganization of a company to do this business 
especially. The general feeling is that 
there is no need for such a company so far 


as the level premium business is concerned. 
There might possibly be a field for an or- 
ganization of this kind among retiring 
assessment companies. The practiceamong 
the level premium companies is to re-in- 
sure among themselves. This, however, 
is not carried on to a remarkable ‘extent. 
Most of the companies limit the amount of 
insurance they will carry upona single risk. 
Some companies, particularly the Mutual 
Life, have no particular limit as to the 
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amount of insurance they will carry. The 
Mutual has taken a single policy for as 
large a sum as one million dollars. It is 
known, however, that where these large 
lines are taken a considerable portion is 
re-insured in American as well as English 
life insurance companies. Nevertheless, 
the Mutual Life has not, as yet, taken a 
great many risks of this character. The 
extent to which the re-insurance business 
is transacted by first-class level premium 
companies may be judged by the subjoined 
tabulation which shows the amount of pre- 
miums paid by the different companies 
during 1899 for re-insurance in other 
com panies : 

Equitable Life, 

Germania, 

Home, 

Manhattan, 

Metropolitan, 

Mutual, 

New York, 

United States Life, 

Washington, 

Aetna, 

Berkshire, 

John Hancock, 

Massachusetts Mutual, - 

New England Mutual, 

State Mutual, 

Connecticut General, 


Connecticut Mutual, 
Carried forward, $353,601 
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Brought forward, 
Mutual Benefit, 
National Life, 
Northwestern, 

Penn Mutual, 

Phoenix, 

Provident Life and Trust, 
Prudential, 

Travelers, 

Union Central, 

Union Mutual, 


$353,601 


Total, 


‘It will be seen that several of these com- 
panies did not re-insure at all; others to 
quite an extent, notably the Mutual, New 
York Life, Massachusetts Mutual, Travel- 
ers and Union Central. Considering the 
total premium income of the companies, 
however, the total sum paid for re-insur- 
ance is very small indeed. It is possible, 
of course, that in the future life re-insur- 
ance may be more largely developed. It 
depends largely whether other companies 
are willing to follow the example of the 
Mutual Life and assume large gross lines 
for the express purpose of re-insuring them 
in other companies. It will depend upon 
whether there is a demand in the future 
for extremely large lines. At present, 
most of the companies are able to take care 
of most any line that is offered, without 
exceeding the fixed limit. 


THE PRELIMINARY TERM VALUATION. 


The Supreme Court of Vermont Renders a Broad Decision Affirming Its Necessity. 


(FROM THE INSURANCE FIELD.) 


The Supreme Court of Vermont has ren- 
dered a decision upholding the prelimi- 
nary term reserve. This decision is ren- 
dered in the case of the Bankers Life v. 
the Vermont Insurance Department. The 
case was argued upon an agreed statement 
of fact. The opinion is written by Chief 
Justice Taft, who was a director in the de- 
funct Vermont Life Insurance Company, 
and represented that corporation in its con- 
test with the Vermont Department on the 
question of first year’s reserves. The opin- 
ion rendered, therefore, confirms the posi- 
tion which he took while acting for the 
Vermont Life. Under these circumstances 
the opinion is not very satisfactory, even 


to the one year term companies, so far as 
establishing a precedent upon which the 
attitude of other judicial bodies may be 
determined. 

The decision, in substance, not only con- 
firms the legality of the preliminary term 
contract, but also admits the right of new 
and small companies to value any policy 
upon the one year term basis without refer- 
ence to a contract. The position is that 
actuarial science permits such a rule of 
valuation by the state and that economic 
conditions make it an absolute necessity. 

The Court says the question at issue is 
the manner in which the premium re- 
serve shall be computed. It says that 
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while the valuation must rest substan- 
tially upon tables of mortality and rates 
of interest, there are other matters proper 
to consider in determining the actual 
standing of a-life insurance company. 
The Court then discusses the great ex- 
pense during the first year attendant upon 
the procurement of new business, showing 
that rates of commission vary all the way 
from fifty to ninety-five per cent. It says 
that if the rule of valuation insisted upon 
by the Insurance Department were en- 
forced no new company, stock or mutual, 
could organize and successfully begin busi- 
ness, and that no small company could 
continue business without becoming insol- 
vent a once under the statute. 

The Court says, ‘‘The matter of expen- 
ses is an important factor in determining 
the solvency or standing of a company.”’ 
It points out that the originator of the net 
valuation law, Elizur Wright, never in- 
tended it to be applied as a measure of 
solvency. The Court denies the claim. 
that the net premium should follow the 
gross, and asks, ‘‘What objection could 
there be to regarding the amount the com- 
pany receives less commissions as the gross 
premium, and taking a uniform percent- 
age on that as the net ?’’ 

The Court says that the question is not 
one of actuarial science but of legislation, 
although the views of the actuaries may 
be helpful in determining what the con- 
struction of a statute should be. It quotes 
Dr. Sprague of Edinborough, Mr. McClin- 
tock of New York, President Macauley of 
the Actuarial Society of America, the late 
W. D. Whiting and Mr. S. H. Wolfe, in 
support of the contention that the ordinary 
rules of valuation should not apply during 
the first year. The Court contends that it 


Actuarial Views 


Desiring to ascertain the views of those 
actuaries who have presented arguments 
in favor of the preliminary term reserve, 
the publisher of this magazine addressed 
the subjoined communication to Messrs. 
S. H. Wolfe, Miles M. Dawson, and Walter 
S. Nichols : 

Feb. 7, 1901. 

‘“‘The current issue of the /#surance 
Press contains a complete report of the 
recent decision of the Supreme Court of 
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was never the intention of the legislature 
that the net valuation law should be con- 
strued as the department contends, that 
such a construction would create a mon- 
opoly in life insurance. The Court says, 
“The company has the right to compute 
its premium reserve in the manner con- 
tended for by the petitioner, basing it in 
effect, for the first year, upon the amount 
it receives as premiums, déducting ex- 
penses,’’ and further holds that such a 
rule of valuation will not impair the com- 
pany’s solvency. The Court admits that 
the plan of valuation under discussion is 
necessary only in the case of a new or 
small company, and that the contract was 
devised for the purpose of avoiding ‘‘a 
requirement of holding too heavy a re- 
serve the first year of the policy.’’ The 
Court denies the contention that there is 
discrimination between policy-holders, on 
the ground that the combined contract is 
not precisely similar to a plain one-year 
term policy. 

The whole substance and spirit of the 
decision is summed up in the following 
quotation: ‘‘ There is nothing that forbids 
the company taking for the first year’s re- 
serve the premium paid, less the expense 
of obtaining the policy. They can value 
it as a term policy, if they wish, not neccs- 
sarily because such is the contract between 
the policy-holder and the.company, but 
because the company in administering its 
affairs can compute the reserve, taking 
into consideration the expenses of obtain- 
ing the policy in such a way as they deem 
best to work justice and equity among the 
members, provided they do not disregard 
the tables of mortality nor the rate of 
interest.”’ 


on the Decision. 


Vermont in’ regard to the preliminary 
term reserve. We presume you have read 
the same; if not, we will ask you to do so. 
We desire your opinion upon this point: As 
we interpret the decision of the Court, it 
bases its conclusions upon this principle 
of valuation, that the reserve is that por- 
tion of the premium which remains after 
expenses have been paid. We would like to 
ask if, in your opinion as an actuary, this 
is a sound principle of valuation.’’ 
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These replies were received : 
MR. WOLFE’S REPLY. 


NEw YorkK City, Feb. 8, Igor. 
Some time ago a communication of mine, 
addressed to your paper, received such 
ungentlemanly treatment at your hands 
that I must decline to comply with the 
request contained in your letter of the 7th 
inst., through fear that further communi- 
cations of mine might possibly enjoy the 

same scant courtesy. 
S. H. WOLFE. 


OPINION OF MR. NICHOLS. 


NEw YorK, Feb. 8, Igol. 

Replying to yours of the 7th in which 
you state that, as you interpret the recent 
decision of the Supreme Court of Vermont, 
it bases its conclusions upon the principles 
of valuation ‘‘ that the reserve is that por- 
tion of the premium which remains after 
expenses have been paid,’’ and ask if, ‘‘in 
your (my) opinion as an actuary, this isa 
sound principle of valuation?’’ I imagine 
that every actuary would consider such a 
principle an absurdity if the contract re- 
quired any reserve at all. But I fail to dis- 
cover, after a somewhat careful reading of 
the opinion, where any such principle was 
laid down by the Court. On the contrary, 
the definition of a ‘‘net valuation”’ or 
‘‘premium reserve,’’ as stated in the 
opinion, is ‘‘the amount which the com- 
pany must have on hand which, with its 
future premiums, will enable it to meet 
its policy obligations,’’ and that this 
amount must be determined by ‘‘the use 
of the actuaries’ tables of mortality and 
the four per cent. rate of interest.’’ 

The chief question before the Court was, 
whether the failure to charge a reserve at 
the end of the first year was under the 
circumstances detrimental to the sound 
principles of the business, and opposed to 
the spirit, if not the strict letter of the 
statute. In discussing this question, lan- 
guage has perhaps at times been used 
which, if separated from its context, might 
tend to convey the impression which you 
state; but I cannot discover anything 
which, read in its entire connection, leads 
me to think that the Court contemplated 
any principle of valuation which has not 
the endorsement of able actuaries. For 
instance, it says, ‘‘there is nothing that 
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forbids the company taking for the first 
year’s reserve the premium paid, less the 
expense of obtaining the policy.’’ But this 
is immediately qualified by what follows, 
that in all such computations the tabular 
mortality and interest rate must not be 
disregarded. 

It is a well established, legal principle 
that the language of a judicial opinion 
must be interpreted not only in connection 
with the context and the opinion as a 
whole, but in connection with the specific 
issues involved. 

It should be borne in mind, too, that the 
question here concerned simply the con- 
struction of the Vermont statute, whose 
language is broader than those of some 


other States. 6 
WALTER S. NICHOLS. 


NOTE BY THE EDITOR. 


If Mr. Wolfe really believes that he has 
been so-badly treated by this magazine, we 
can but say that it is a matter of extreme 
regret tous. We feel, however, that if he 
has any grounds for regret, it is not because 
of discourteous treatment, but because he 
failed to effectively sustain his side of the 
argument. In assigning such a trivial 
reason for not going on record in respect 
to the Court’s position, Mr. Wolfe must 
hold us blameless if we conclude that he is 
not prepared to endorse its conclusions. 

Mr. Nichols does not hesitate to say that 
every actuary would consider absurd the 
principle that the reserve is that portion 
of the premium which remains after ex- 
peuses have been paid. but, while he 
admits that the language of the decision 
may tend to show that this is the position 
of the Court, he considers that the opinion 
hinges, as a matter of fact, upon the 
premise that the reserve must be deter- 
mined ‘“‘ by the use of the actuaries’ table 
of mortality with the four per cent. rate of 
interest.’’ It is quite true that the Court 
does make use of the phrase mentioned by 
Mr. Nichols, but it dwells with very much 
less emphasis upon that than upon the fact 
that the reserve is what remains after 
expenses are paid. 

If, as seems to be suggested by Mr. 
Nichols’ letter, the decision of the Court is 
based upon two radically different prin- 
ciples of reservation, that fact tends to 
show that the Court was not clear in its 
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own mind as to what a scientific reserve 
actually is. If the premium reserve is 
determined by the use of the actuaries’ 
table of mortality with interest at four per 
cent., the contention of the Court falls, 
because the reserve on an ordinary life 
policy upon that basis is a fixed sum dur- 
ing the first year. The Court, however, 
says that it is not a fixed sum, but is what 
remains after expenses are paid. 

The two statements are diametrically 
opposed; they cannot be harmonized. 
The only way in which Mr. Nichols 
attempts to harmonize them is by saying 
that the reserve during the first year can 
only be taken down by the use of a pre- 
liminary term clause. The Vermout Court 


denies this contention, and says the con- 
tract is not necessary, since the reserve is 
what remains after expenses are paid. 
Mr. Nichols is, in our opinion, absolutely 
wrong in his interpretation of the basis of 
reservation enunciated by the Court. But 
whether he is right or wrong in his inter- 
pretation, is not important compared with 
his statement that no actuary can endorse 
the principle that the reserve is what 
remains after expenses are paid. 


A reply from»Mr. Dawson was received 
too late for publication in this number. 
Mr. Dawson informs us, however, that he 
has made arrangements for its publication 
in the Insurance Press. 


PUBLICATIONS RECEIVED. 


‘*MEMOIRES OF NAT H. JONES, AN IN- 
SURANCE Man.”’ Edited by H. T. Lamey, 
illustrated by W. R. Townley. An ex- 
tremely interesting and instructive publi- 
cation. It is not only filled with humor- 
ous anecdotes in reference to the experience 
of local and special agents, but contains 
also many pages of thoughtful discussion 
upon the problems confronting underwrit- 
ers. The author of the work, Mr. Lamey, 
who is apparently speaking from actual 
experience, now occupies a managerial 
position in a western State. It is an inter- 
esting fact that the serious portion of his 
work deals with the trials and tribulations 
confronting the ‘‘insurance man’”’ in his 
managerial position. The seriousness of the 
present is always impressive. With the 
past only do we deal lightly. The vol- 
ume is a valuable addition to insurance 
literature and is well worth reading by all 
who are identified with the business. Pub- 
lished by the Spectator Company, ° 95 
William street, New York. 


> 


‘‘THINGS AGENTS SHOULD KNow,”’ by 
Miles M. Dawson, Consulting Actuary. 
This is a book of nearly 500 pages, contain- 
ing well-written advice for the life insur- 
ance agent, as well as an immense amount 
of information pertaining to the theories 
and practices of the business. We do not 
believe any life insurance agent could read 


this volume without obtaining benefit 
therefrom. The data which Mr. Dawson 
presents in relation to the business, both 
historical and otherwise, is one of the most 
valuable features of the book. Published 
by the Insurance Press, 120 Liberty street, 
New York. 
+ 

“ANALYSIS OF PoLICy CONDITIONS.”’ 
A convenient and handy volume concisely 
setting forth the policy conditions of sixty- 
three American life insurance companies. 
The information is compactly presented in 
form for easy reference and comparison. 
Published by the Spectator Company, 95 
William street, New York. 


- 

““THE INSURANCE LIBRARY ASSOCIA- 
TION, COMPLETE REPORTS FROM 1888 ‘TO 
1900,’’ including an account of the early 
insurance offices in Massachusetts from 
1724 to 1801, by the Librarian, Mr. E. R. 
Hardy. Mr. Hardy states that this histori- 
cal review will be continued in subsequent 
annual reports and that it is his hope in a 
few years’ time to produce a more or less 
complete history of insurance in Massa- 
chusetts. 

¥ 

‘‘PROCEEDINGS OF THE THIRTY-FIRST 
ANNUAL MEETING OF THE FIRE UNDER- 
WRITERS’ ASSOCIATION OF THE NORTH- 
WEST,”’ containing a complete report of 
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the business of this convention, together 
with the numerous papers read on that 
‘occasion. 


* 


“THE REPORT OF THE FIFTH ANNUAL 
CONVENTION OF THE NATIONAL ASSOCIA- 
TION OF LOCAL FIRE INSURANCE AGENTS,’’ 
including the reports of the various officers 
and committees, with an abstract of the 
business transacted. 


> 


‘PROCEEDINGS OF THE FOURTH AN- 
NUAL MEETING OF THE NATIONAL FIRE 
PROTECTIVE ASSOCIATION.”’ One of the 
most interesting and valuable publications 


Monthly Journal of Insurance Economics. 


relating to the question of fire protection 
yet issued. It comprises more than 200 
pages of reports and papers read upon this 
occasion, and greatly emphasizes the im- 
portant position which protection has 
taken in relation to the business of fire 
underwriting. Published by the Standard 
Publishing Company, 60 India street, Bos- 
ton, Mass. 
¥ 

‘SPECIFICATIONS OF UNDERWRITER 
Fire Hosr, Cray PIPES AND HOSE 
Hovusss.”’ Issued by the inspection de- 
partment of the Association of Mutual 
Factory Fire Insurance Companies, 31 
Milk street, Boston, Mass. 








93rd Semi-Annual: Financial Statement of the ——— 


PHCENIX INSURANCE @OMPANY 


- (OF HARTFORD, CONN. 
Cash Capital * - « . 
Assets Available for Fire Losses = 


1901. 


$2,000,000 00 
5,583,494 25 

JANUARY 
$742,055 45 


Ist, 


Cash on Hand, in Bank, and with Agents ... 


State Stocks and Bonds 
Cash Capital 


Reserve for Outstanding Losses 
Reserve for Re-Insurance 


448, 
2,865,832 $0 | Nor SURPLUS 


Corporations and Railroad Stocks and Bonds. 
County, City, and Water Bonds..... ...... 


Real Estate 


1,242,549 93 


TOTAL AMSTE sso. 06c00. 24... $5,583,494 25 


Surplus to Policy-holders - $3,242,549 93 
Total Losses Paid since Organization, $46,636,289 10 


36,985 87 


TOTAL CASH ASSETS ......... $5,583,494 25 
D. W. C. SKILTON, President. J. H. MITCHELL, Vice-President. 
EDW. MILLIGAN, Secretary. JOHN B. KNOX, Assistant Secretary. 


LOVEJOY & SPEAR, Gereral Agents Western Department, Cincinnati, Ohio. 
HERBERT FOLGER, Manager Pacific Department, San Francisco, Cal. 
J. W. TATLEY, Manager Canadian Department, Montreal, Canada. 











| 849 Largest Fire Insurance Company Chartered by the State of Massachusetts 
—— Incorporated 1849. Charter Perpetual - 


Springfield Fire and Marine nuance Conpan 


OF SPRINGFIELD, MASS. 
A. W. DAMON, President. W. J. MacKAY,. Secretary. 
CHAS. E. GALACAR, Vice-President. F. H. WILLIAMS, Treasurer. 


CASH CAPITAL, $!,500,000.00 
ANNUAL STATEMENT, JANUARY 


* 1901 











Ist, 1901 


Cash on hand, in Banks and Cash Items 


Rents and Accrued Interest . 

Real Estate Unincumbered 

Loans on Mortgage (first lien) 
Loans on Collateral Security 

Bank Stocks, Market Value . 
Railroad Stocks, Market Value 
Miscellaneous Stocks, Market Value 
Railroad Bonds, Market Value . 
United States Bonds, Market Value 
Miscellaneous Bonds, Market Value 


Reserved for Me-tncucasies 
Reserved for All Unsettied Claims 


Total Liabilities 
Net. Surplus ‘ é 
Surplus as Regards Policy Holders . 
Losses Paid since Organization . 


Western Department, Chicago, I. 
A. J. HARDING, Manager. 
A. F. DEAN, Assistant Manager. 
W.A. BLODGETT, 2d Assistant Manager. 


—AZ SET S- 


Cash in hands of Agents and in Course of Transmission 


— LIABILITIES — 


$213,681.58 
391,502.59 
48,420.30 
125,000.00 
616,800.00 
40,525.00 
589,044.00 
2,045,650.00 
590,000.00 
376,000.00 
75,000.00 
48,000.00 


$5,159,623.47 


$1,500,000.00 
1/569.772.79 
270,707.27 


$3,340,480.06 
1,819,143.41 
3,319,143.41 
27,459, 196.69 


Pacific Coast Dept., San Francisco, Cal. 


GEO. D. DORNIN, Manager. 
GEO. W. DORNIN, Assistant Manager. 


Agencies in ali Prominent Localities throughout the United States. 


Boston Agents, REED & BRO., 50 Kilby Street 


DDD DID DID DDD DDD-DI3 33D 333333333333 333333333 3333333323333: 


DDD DID DDD DID DDD DIDI DD 33D 33 DDD 33d 333333333 333333 333333333323 
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JOHN C. PAIGE &CO. 


INSURANCE 


There are in the Fifty- 
Features third Annual 
Report of The Penn Mutual Life 


Insurance Company of interest to 





all engaged in life insurance work. 


20 KILBY STREET 
BOSTON. 





A copy on request. 


The Penn Mutual Life Insurance Co. 
921-3-5 CHESTNUT ST., PHILA. 





The - se J 
Lancashire 
Insurance 
Company or- 


Manchester, England. 


sPOstaensaesetaneseasereseg, 
i THERE Particul 

Life — | aieRe ste, cen pee 

sons — which you may have 


Hecident for the asking 
PDealth Why 


The Pacific Mutual Life Insurance Co. 


OF CALIFORNIA (Incorporated in 1868) 


is the Best Company to Insure in and, conse- 
quently. the Best to Represent. 
A word from you and we will tell you some- 
thing exceedingly interesting. 
Home Office : 
SAN FRANCISCO, CAL. 


MILTON DARGAN, Manager. 


No, 25 Pine St; New York. 


Eastern Office: 
174 BROADWAY. N.Y. 


“tna22392332832 3333333333333 


PCCEECEREEEEE CECE eee 
b3929999999999399399' 














STATEMENT se Se Se Se 


TRAVELERS 


INSURANCE COMPANY, of Hartford, Conn. 


Chartered 1863. 














(Stock.) Life, Accident and Employers 
Liability Insurance. 


JAMES G. BATTERSON, President 


PAID-UP  .$1,000,000.00 


CAPITAL 
JANVARY I, 1901. 














Total aso $36. S61, 030.06 
cident Premiums in the hands of ‘Agents not includ 

TOTAL LIABILITIES (Including Reserves) 2,857,908. 25 

EecEse Y smecenenistel to > Sea alias $4,543,126.85 
URP: 3,543,126.81 

Sina to « AON since 1864 $42,643,384.92 

Paid to Policy-holders in 1900 

Loaned to Policy-holders on a ( Life) 

Life Insurance in Force . 


GAINS FOR THE YEAR 1900 : 


109,039,853. -00 








IN ASSE : 
IN INSURANCE IN FORCE (Life Department Only ) 
INCREASE IN R vey boo (om Eanetwente), ( 31% basis) 
PREMIUMS COLLECTE 


$3,167,819.96 
8,685,297.06 
2,484,392.52 
6,890,888.55 











Syivester C. Dunham, Vice-President 
John E. Morris, worn J. B. Lewis, M. D., Medical Director and Adjuster 
Edward V. Preston, Superintendent of Agencies Hiram J. Messenger, Actuary 


BOSTON OFFICES: 60 STATE ST. 





























GRANITE STATE 


FIRE INSURANCE COAT 


PORTSMOUTH, N. 


| Published 





T hings Agents | 


Should Know 


A PRACTICAL BOOK FOR 
LIFE INSURANCE AGENTS. 


BY 


MILES MENANDER DAWSON 


Consulting Actuary 


Designed to give an agent just the s 
nformation that will increase 


The Insurance 


4 like 2° 
120 Liberty Street 


| 


ce 


kIv New Spapet 
- Whole Field 


Louisville, Kentucky, Every 


Thursday Morning. 
Ww 


Subscription price, $3.00 per annum. 


d upon 


ADVERTISING RATES will be furnishe 


eee aes 


To Be Faithful ana sen | 


- 


Union Mutual Life Insurance Co. 


Portland, Maine. a ‘sports 

FRED E. RICHARDS, President. 

ARTHUR L. BATES, Vice-President. 
Address either 


EDSON D. SCOFIELD, Sut, 
Socie 150 Nassau St., New York City. 


ty Bidg., x: 
THORNTON CHASE, Swt., 84 Adams St., Chicago, 
Til. 


z110 Am. Tract 
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The Equitable 


LIFE ASSURANCE SOCIETY of the UNITED STATES 








Forty-first Annual Statement, for the Year Ending 
December 31, 1900 


ASSETS 

Bonds and Mortgages, $45,411.662.86 
Real Estate in 2 . 
: 24,467,308.62 


/ 


New York, 
: i »Pldz., 
United States, State, City 
162,896,244.00 
Loans secured by Bonds 
Stacie : aes 
: 25,371,587.00 
Policy Loans 7,372,045.27 
Real Estate outside of 
i 8 13,721,356.50 
Cash in Banksand Trust ' 
sat intere 17,718,576.56 
Balance due from agents 524,183.14 


Interest and Rents. 


Deferred Premiums 2,416,003.00 
lotal Assets 
We t \ : 
,RANCIS W. JACKSON, Act 
[ABILITIES 
Fund 


$304,598,063.49 


L 
Assurance 
: »343,493.00 

All other Liabilities ,117,400.48 
Total Liabilities, $238,460,893.48 
Surplus $66,137,170.01 


We 


corre 


INCOME 
345,319,138.69 
12,687,992.29 


Premium Receipts 


Interest, Rents, etc. . 


Income . $58,007,130.68 


DISBURSEMENTS 


Death Claims 
Endowments and fer- 


red dividend policies 


$14,860,952.15 


5.039 ,038.75 
Annuities . 668,923.93 
Surrender Values 1,915,443-77 
Dividendsto Policyholders, 3,481,640.65 


Paid Policyholders, $25 ,965,9099.30 


Commissions, advertis- 


ing, postage and exchange 


g 5,604,396. 11 
All other disbursements, 4,692,571.10 
Sinking Fund. 

Reduction of bo values 
bonds purchased ata premiu 


Disbursements $36,400,120.51 


tne r the above statement 


ALFRED W. MAINi 


ASSURANCE 
tr IF rATRD Al 


Outstanding Assur- 
ance . . . $1,116,875,047.00 


New Assurance, $207,080,243.00 


> Reserve as per the 


For Superintendent’ 


C. LEDYARD BLAIR 
H aUIRE, 
petal amoneties of the Board o 
JAMES H. HYDE, Yie-Pre 
D. RIPLEY, Treasurer 
YRING, Registrar 
LAMBERTI M.D A 


Mair Dive 
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